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REPORT OF RURAL CREDIT BOARD 


in accordance with the provisions of the Rural Credit Act it would 
seem appropriate at this time that a review of the business of the Rural 
Credit Board be given covering the period from its organization in 1917 
up to this time and more particularly setting forth many obstacles which it 
has encountered during its existence, and the means and manner in which 
we have tried to meet the conditions. With this in view, we will try 
and give a complete history of the department from its conception to the 
date on which this report is to close. 


The development of the Rural Credit Department during the five 
years it has been in operation is a source of the utmost gratification to the 
founders of the System in this State and to the officers of the Department, 
who have co-operated with them in the enactment of the legislation and 
the placing of it in practical operation and the adaptation of the System 
to the needs of the worthy farmers engaging in safe.enterprises. The 
System is designed especially to promote home-building and home-owning, 
by giving aid in the purchase of land, live stock and farm machinery, 
and in the payment of existing mortgages on the land and other legitimate 
debts. By doing this, we know that the wealth of the State as a whole will 
be increased. 

It appeared that the State ought to use its credit to help the people cf 
.the State; that the function of the government is not only to protect 
the lives and property of the citizens and to protect them in the pursuit of 
happiness, but it ought to serve the people in that pursuit and help them in 
their attempts toward greater comfort and prosperity. 

If it is true, as we believe it is, that the stability of a country depends 
on the percentage of property owners, or, rather home owners, and that 
the man with a comfortable home and in easy circumstances is usually a 
good citizen, then, how can the state be better served than for its govern- 
-ment to decrease the number of farm tenants and increase the number of 
farmers who own the land they till? It seemed unfair, when the State was 
borrowing money at four and five per cent and less that farmers had to 
pay twice as much and often as high as twelve per cent. 

In a state so exclusively agricultural as this, whatever will foster, 
encourage, develop and improve farm property, will tend, also, toward the 
general good and general welfare of the entire people of this State, whether 
city or otherwise. 

Agriculture is the main industry of South Dakota, and like every 
other new state, it has been hindered greatly in its development by lack of 
sufficient capital. 

Before there was any serious thought of the Federal Loan System being 
established, South Dakota decided to take a step forward by going 
into the Farm Loan business. 

Back in 1910, agitation of the subject in this country became quite 
general. The American and United States Commissions were sent to study 
the credit systems in European countries in 1913.° 

The possibilities of the Rural Credit System of the State of South 
Dakota are so great that if taken up by other states of the union, it would 
soon be a System which would exceed in its usefulness any of the much 
lauded co-operative systems of Europe and even our Federal Farm Loan 
System. 

Russia has The Peasant Land Mortgage Bank, which was established by 
the Government in 1882. Hungary has The Hungarian Land Mortgage 
Institute, which was established in 1863. Austria has the Galician Realty 
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Credit Society, which was founded in 1889. The Prussians had the Land- 
schaft Bank, which was in operation in 1767 and was probably the earliest 
institution of its kind. 

France has its Rural Credit System, and through the Bank of France, 
assists the Agricultural Rural Credit Banks by rediscounting. While 
England has a few rural credit and agricultural systems in operation, two 
of her colonies, Australia and Canada have very successful systems in 
operation. In 1846, Frederick William Raiffeisen established at Flammers- 
feld, Germany, the first Raiffeisen Rural Bank, which was organized with 
a capital of $1500, and with this small beginning, the Raiffeisen System of 
Rural Credits spread over Europe and at one time had 17,000 societies in 
Germany alone, with 8,000 in Austria, 2,000 in Italy and 2,000 in Belgium. 


The Rural Credit Law of South Dakota is a model of simplicity. It in- 
cludes the important features of the cumbersome European systems, and 
those of our Federal System as well, but these have been sifted out, simpli- 
fied and completely Americanized. 

No local farm loan associations are required as in the Federal Farm 
Loan plan, and no guarantee of payment is demanded except first mortgage 
on the land. By eliminating this feature and loaning to the individual 
farmer direct, the South Dakota System is a long step in advance of all 
other based on the Farm Association plan. 

The State borrows the money which it lends to farmers, borrows it 
outside of the State, from men who will lend their money to a State cheaper 
than they will to an individual. The State issues its bonds for the money, 
takes the mortgage from the farmers and collects from the farmers, as 
interest and principal become due, and pays the bondholders, as the obliga-- 
tions mature. 

Their are four safeguards in the law against excessive or improper 
loans, First: No loan can exceed $10,000; Second: Loans are made only 
to men engaged in agricultural or stock-raising pursuits, or the development 
of same; Third: No loan can be made for more than seventy per cent of 
the appraised value of the land; Fourth: No loan can be made for a larger 
amount than the average assessed valuation of the property for the three 
previous years. The wisdom of the above safeguards has been manifested 
to the Board on hundreds of occasions since the System has been in operation 
and they should not be altered or broadened in any way during the present 
conditions. 

This System was organized for the purpose of giving to the farmers 
cheap money on long time and to aid in the settling up of the State by 
inducing immigration; also, to help improve conditions of the present 
residents. 

The method of repaying a loan is known as the amortization plan. The 
word ‘‘amortization’’ comes to us from the European system. The first 
letter ‘‘A’’ apparently means ‘‘to’’ and the remaining part of the word comes 
from ‘‘mort,’? meaning death. Then applied literally, it means killing the 
debt, and this is acomplished at the end of thirty years, a small payment 
being made annually, in addition to the interest, which is oo enough 
to pay up the loan in that length of time. 

The business of the State Farm Loan plan is managed by a Rural 
Credit Board, which is given authority, as to the method. of handling the 
business. The Board consists of five members, of which the Governor 
is Chairman. The other four members are appointed by the Governor for 
terms of six years each. Of great importance is the fact that all members 
of the Board are in hearty accord with the plan and purpose of the law and 
have tried in every way and have suceeded in getting the results hoped for.. 

The first step necessary was an amendment to the State Constitution. 
Under the Constitution the State could never incur an indebtedness of more 
than $100,000 and must never lend its credit to any individual, firm ‘or 
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corporation. By an Act of the Legislature of 1915, a joint resolution 
was submitted to the voters of the State, proposing to amend Section 1 
of Article 13 of our State Constitution to read as follows: 


Neither the state nor any county, township or municipality shall 
loan or give its credit or make any donation to, or in aid of any 
individual, association or corporation, except for the necessary support 
of the poor, nor subscribe to or become the owner of the capital 
stock of any association or corporation, nor pay or become responsible 
for the debt or liability of any individual, association or corporation, 
provided, that the state may assume or pay such debt or liability when 
incurred in time of war for the defense of the state; provided, further 
that the state or any county or two or more counties jointly may 
establish and maintain a system of rural credits and thereby loan 
money and extend credit to the people of this state upon real estate 
security in such manner and upon such terms and conditions as may be 
prescried by general law. Nor shall the state engage in any work of 
internal improvement. 


The above amendment was submitted to a vote of the people at the 
general election in November, 1916 and was adopted by a substantial 
majority, there being 57,569 votes for the amendment and 41,957 against 
it. 

When the amendment to the State Constitution was obtained it enabled 
the Rural Credit plan to be enacted into a law and put in operation, but be- 
fore this could be done, the necessary enactment by the Legislature, carrying 
the plan into effect, had to be carried out. This was done by the Legisla- 
ture of 1917 by the adoption of the House Bill 414 (Chapter 333 of Session 
Laws) which provided for the establishment. and maintenance by the State 
of South Dakota of a System of Rural Credits and provided for the loaning 
of money by the State upon real estate within the State; authorized the 
State to borrow money on its warrants and bonds secured by the good faith 
and credit of the State for the purpose of maintaining this System of Rural 
Credits; created the South Dakota Rural Credit Board for the management 
thereof; defined the powers of such Board and its officers; and provided for 
an appropriation of Two Hundred Thousand Dollars payable on the order 
of said Board, to be used in establishing and maintaining the System. 

The Governor of South Dakota asked for and obtained from the Judges 
of the Supreme Court an opinion as to the constitutionality of the Rural 
Credit Law, and the legality of bonds issued under its provisions. Later, 
an action was brought to restrain the Board from issuing its bonds. In 
both instances the Court gave its opinion that the Act was valid and that 
bonds issued and sold under the provisions of the Law would be valid and 
binding obligations of the State. 

In conformity with the Law, the Governor appointed the members of 


the Board, which met and organized on June 28, 1917. The first loan 


was not made until October 20, 1917, the delay having been caused by the 
legal proceedings necessary to establish the constitutionality of the Act. 

The Supreme Court said, in declaring the Farm Loan Plan constitu- 
tional: “‘it develops the Agriculture of the State. When you do that, you 
help every one, because all prosperity rests on agriculture.’’ 

Never in the history of the State or possibly never in the history of 
the Nation heretofore, have the farmers, business men and financial institu- 
tions had to meet such a rise and fall of values as during the last Five 
years, practically during the life of the Rural Credit System. And not 
since the Civil War has there been anything that has shaken the foundation 
of finance as has the fall in prices during the past two years. 

Agriculture is our basic industry. If it fails, everything in the State 
fails. During this period of depression the farmers’ products were the 
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first to fall, in fact during the fall of 1920, there was practically no market 
at all for his products, and with general slump in prices and business there 
was no place for him to look for money to meet his maturing obligations, 
either personal or in the shape of mortgages on the land coming due. 
Hence, the demand made upon this department was something terrific. 
Practically all loan companies discontinued making loans during the sum- 
mer and fall of 1920, and have only recently come into the field to solicit 
business in a small way. There were months during the summer and fall 
of 1920 that the Board received as much as Three Million Six Hundred 
Thousand Dollars in applications, and it was impossible for us to handle 
this enormous volume of business. 


During this time the Board restricted their loans entirely to the pur- 
pose of taking up maturing mortgages and the payment of pressing personal 
obligations, thereby saving many of our worthy farmers from embarrassment 
and ultimate financial ruin through foreclosure,—bankruptcy in some cases, 
and loss of their homes. The Rural Credit loan on the amortization plan 
at a low rate of interest at this critical period gave the farmers the op- 
portunity to consolidate their personal loans at a lower rate of interest and 
thereby making it possible to re-establish their local credit. The payment 
of their local indebtedness liquidated loans held by small banks which were 
in a very critical condition on account of the tremendous slump in deposits 
thereby making it necessary for these banks to reduce their loans. 

If it had not been for the placing of millions of dollars in this manner 


that went to liquidate bank loans as before stated there are many farmers 
in the state who would have been forced into bankruptcy as well as banks 
that would have to close their doors, consequently causing much hardship. 

At this time the conditions over the State are such that it has been 
very difficult for farmers to meet their interest installments when due, In 
fact many of them have been unable to even pay their taxes. The price of 
farm products has not as yet advanced sufficiently to pay the costs of pro- 
duction, consequently it is very hard for many of them to raise funds to 
meet interest installments and taxes, but we have every reason to believe 
with the crop and improved price this fall, many delinquents will be in a 
position to pay up. 

Since the Board started loaning operations in 1917 the average loan 
per acre in the various counties has varied but little in the five years that 
the Act has been in force. In other words, the loan value of lands estab- 
lished by the Board in 1917 and 1918, has been adhered to throughout the 
period of high values and up to the present time. It cannot be emphasized 
too strongly that if loans are not considered and made on a reasonably con- — 
servative basis, disastrous results will follow. The following table shows 
average per acre loaned during the seven different periods and speaks for 
itself— 


3,831 loans since date of organization to September 15, 1919, average 
per acre, $16.08. 

4,826 loans since the date of organization to January 16, 1920, average 
per acre, $16.28. 

6,110 loans since date of organization to June 30, 1920, average per 
acre, $16.21. 

7.168 loans since date of organization to December 31, 1920, average 
per acre, $15.60. 

8,427 loans since date of organization to July 1st, 1921, average per 
acre, $15.55. 

8,582 loans since date of organization to January ist, 1922, average . 
per acre, $15.48. 

9,575 loans since date of organization to July lst, 1922, average 
per acre, $15.35. 
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During the period of five months from July to December 1921, it was 
necessary for the Board to restrict their loans, owing to the fact that the 
Bond Market was so unsatisfactory that an issue of Bonds offered in 
June 1921, could not be sold except at a higher rate of interest than any 
previous bonds had been marketed. The Board did not deem it advisable 
to sell any bonds until November 1921, when there was an improvement in 
the Bond Market, and then sold an issue of Five Million Dollars at five and 
a half (5%) percent that brought a premium of $63,720.00. While there 
was no doubt, some inconvenience caused by the Board not closing loans 
during this period, it resulted in a large saving to farmer borrowers. Had 
this issue been sold during June or July, 1921, the rate of interest would 
have been more than three-fourths percent higher and that, for the period 
the bonds run, would have necessitated borrowers from the Rural Credit 
Board to have paid more than $750,000.00, additional interest. 

Since receiving returns from the November 1921 issue of bonds, loans 
have been closed as follows: 


145 loans closed December 1921, amounting to ............ $491,100 
279 loans closed January 1922, amounting to ............ 958,600 
138 loans closed February 1922, amounting to ............ 449,500 
wenumoaus closed March 31922;-amounting’ to: wh.0 sc. es 580,900 
Poenius Closed “April 19 22). amounting ito isn. . 2k ee ae. 438,400 
wileoale Closeul May 19 22;camounting to. .o ie eee. 333,800 
ia toans closed June 1922); amounting to... ue aR 493,100 


Up to this time it has not seemed necessary, in the judgment of the 
Board, to make more than four foreclosures of mortgages, and it is not an- 
ticipated that any permanent loss will result to the State in any of these 
instances. To be sure, it is not to be expected that a loaning business of 
the magnitude of our system could be conducted over a period of years 
without some foreclosures. However, the Board feels warranted in saying 
that up to this time no losses of consequence are apparent. 

The Board has felt it to be its duty in the administration of this trust 
to pursue a liberal policy toward the borrowers of these Rural Credit funds. 
The unprecedented slump in prices of agricultural products was so tre- 
mendous that during 1920-21 very many of the borrowers were not in posi- 
tion to meet their installment payments promptly. The Board granted 
forebearance in cases where worthy borrowers were unable to pay in full 
or in part. With the better crops of 1922, and somewhat improved prices, 
we are convinced that, in general, delinquent borrowers will during the 
coming year meet their delinquencies. Hundreds of letters of assurance to 
that effect have been received. 


RECOMMENDATION 


The question has been asked if the Board considered it advisable to in- 
crease the ten thousand dollar limit on loans as now restricted by the Law. 
The Board is united in the opinion that the loan limit should not be in- 
creased. 

For the consideration of the Legislature the Board would recommend 
that all future loans made by the Board should be restricted to actual resi- 
dents of the land offered for security, or in an integral part of their farm 
or ranch holdings. In the past the Board has approved loans in some in- 
stances on farm loans that were occupied, improved and producing, but 
when title owner was not actually residing on the land. In view of the 
great number of applications that are submitted to the Board, and the 
knowledge that it is impossible to handle all the mortgage indebtedness of 
the state, prompts the Board to make this recommendation. In confining 
loans to actual resident farm owners, still leaves a wide field for opera- 
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tion, and the great benefits that farmers derive from the state farm loan 
system, can be continued over a long period of years. 

Section 10164 of the Rural Credit Law does not permit the Board to 
establish and collect any filing or examination fee in connection with the 
Rural Credit applications. It is the opinion of the Board that a reasonable 
fee should be permitted to overcome in part at least, the expense incurred 
in handling applications, papers and expense of examination of lands. Of 
the number of applications received, about forty percent are never closed 
as loans, and there has been an average expense of at least fifteen dollars 
for each application filed and inspected, it would be no more than just that 
this expense be distributed to cover all loan applications submitted rather 
than to be a general expense charge that must be met by applicants who 
complete their loans. 

The funds of the Board derived from the sale of bonds have, in the in- 
terim between the sale of such bonds and the closing of loans, been trans- 
ferred from the Eastern purchasing banks to the depositaries within the 
State as promptly as possible, in order that the citizens of this State might, 
directly and indirectly, receive the greatest possible amount of good there- 
from; and it has been the policy of the Board to designate depositaries in 
every section of the State so as to effect as wide a distribution of this tem- 
porary use of funds as possible. At the same time the rates of interest 
upon the deposits in such depositaries have been fixed at the highest rates 
that could be justified for the different classes of accounts, in order that the 
loss upon such funds during the interim referred to might be as small as 
possible. The rate paid on Active Checking Accounts has been 3%%; on 
Inactive Checking Accounts 5%; and on Certificates of Deposit 6%, and the 
amount of interest derived upon such deposits up to the close of this fiscal 
year has amounted to $380,872.07. At the close of the fiscal year there 
were 289 depositaries. 

At the time of the passage of the Rural Gredit Act it was difficult to 
forsee what the daily volume of the transactions of the Board, after it 
became fully established and under way, might be, and certain restrictions 
and limitations for the safeguarding of the funds should be removed or 
their scope increased so that the business of the Board, in the handling of 
its daily business may be legally accomplished with a minimum of delay 
and risk. During the active loaning periods following the sale of bonds, 
warrants to an extent, at times reaching from $50,000.00 to $200,000.00 
per day are presented to the Treasurer for payment. These warrants must 
be settled on a cash basis, that is to say, at least in exchange upon Central 
Par Points located outside the State of South Dakota, from which sources 
most of such warrants are daily forwarded for settlement. 


Under existing banking practices, checks drawn upon depositaries 
outside the City of Pierre are not acceptable in accomplishing such settle- 
ments for the reason that it requires days of time to realize the funds 
upon such checks. It therefore becomes a practical necessity that the 
Board be permitted to approve of a few depositaries outside the State 
of South Dakota, and that the restriction to 40 per cent of the Capital and 
Surplus of Active Depositaries, not only in the City of Pierre, but in the 
principal cities of the State of South Dakota, be raised to 100 per cent, 
subject to the requirement that in all cases, all such deposits in excess 
of said 40 per cent of Capital and Surplus of such Active Depositaries, 
whether State or National Banks, shall be secured by Bonds of Surety 
Companies authorized to do business in the State. During the past year 
it has been practically impossible to accomplish these settlements without 
the use of greater sums than 40 per cent of the Capital and Surplus of the 
depositary banks located in the City of Pierre; and the difficulty in ac- 
complishing the daily settlements has been greatly increased by reason of 
the slowness with which returns are received upon items sent out for 
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collection. Collection accounts with Active Depositaries should, under 
proper restrictions, be authorized and provided for. 

The following tables show not only the business of the fiscal year but 
also cover the entire period of operation of the Board. 

We wish to submit the following statement showing the condition of 
business of the Board beginning, October 1st, 1917, to the close of business, 
June 30th, 1922. ; 

We have received since commencing operation on October Ist, 1917, 
17025 applications coming from sixty six counties and amounting to 
$75,805,976.52. Action has been taken upon these applications as follows: 


*9575 Applications have been closed as loans amounting 


Se Ph TM cot ane. ovale a lu a ark oe eaten ee ae eae. sie $37,901,150.00 
526 Applications have been approved and are waiting ab- 

Biro eatOr, C1OSiNe, “AMOUNTING sl. S.d.ccc eg sepa ee viele 1,760,100.00 
921 Applications are on hand for investigation of the 

PARE ATIIOUTELIILS | LDS a one 6s. doacan ene + tess) «aoe al Py ete (a) enei 3,814,250.00 


6003 Applications have been cancelled or rejected for var- 
ious reasons and the following amount includes all 
Tequcrions made on -applications ..0 00 sw 6 ee as 32,330,476.52 


17025 $75,805,976.52 


*Face of loans at time of closing upon which payments have been 
made amounting to $1,958,966.98. Statement in back of report shows the 
payments deducted. 


To meet this demand for loans and to be able to close same, we have 
issued Rural Credit Bonds amounting to— 


Peries2n7- bonds, issued -sept. Ist, 1917 2.2 ce eee cee es 500,000.00 
Soriecan. DOndS, issued “Lec. “lst; TOL oo cites oe les 500,000.00 
Bemenee BONIS 1a9ueOvwaus Lathe 29 18) o, so a ae BS a 500,000.00 
Serieee Ly whOnds, issued Pap. Loths 19 18. on cen dein oc hens ee. eneta 500,000.00 
Beties slo DONOS, Issued March Let LOLS eos fi elie fe tcc twresrens 500,000.00 
Beriecen, Bonds, issued (Aprile 16th, “1918 9s e220 hah 675,000.00 
series (. Bonds, issued April, 15th, 1918 =... 6.05 s.0.40%.., 1,750,000.00 
Santee tie DONGs, Assued wyiave loti, TG 1S i ci sin cates ea 1,500,000.00 
Bemieses MhOUds Moesued Jan 1 6tpo19 19 66 ek wp ceiwin ose dte Som 8 4,000,000.00 
Boriece, bonds, issued: Murch wlhth, 1919). os orci e. 3,000,000.00 
Bericee, .DOnas, issueds June ist, 1919 9. eee ees 4,000,000.00 
Berrere, bONds, -1ssied Oct ar sta ilo Loti ew Boe eke ele es 3,575,000.00 
BeeoeN eoOnds. ISsled Jan Lot, LO20) 6 es bee. 5,000,000.00 
Pemreee CP sONdS; ISS Ue. May astm oc Oita SS atecacletue die es 1,000,000.00 
Pemes@a. -bONnds, 1SSUed JULY est LOA0. ie el ere wm ele wos 2,000,000.00 
petioneoem Onis, issued: OCL. ISU L920. col, coe chactie biaSeler bs. 2,500,000.00 
Peniedena1 2). Bonds issued (Jano 15, 1921e ess meee os 2,500,000.00 
peres b-192) Bonds issted. Jan. 715th, 1921 02. weet es 2,500,000.00 
Serves. c-1921 -Bonds issued. Dees ist, 29210 16.6 fee oe 5,000,000,00 


$41,500,000.00 
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CONDENSED STATEMENT 


Of the Condition of the Rural Credit Board at the Close of Business, June 


30, 1922 
Resources 

Net Mortgage Loans in Force ............ $35,942,183.02 

Accrued Interest on Mortgage Loans ...... 2,197,165.25 

See ATM SEEE ES ETI ICS) 55 coer athe ee os soe ee ws ale teleeea e OLS AGLOL.OL 

Due from State Treasurer, Balance Appro- 

DOP AIS CS TUERINS PORT ts a Me's weve rete, o:'dira ENO tee 240,000.00 

SE PISOOUTICON s DONUS) OOlG jays cn lw oe bis ences os 530,714.75 

MOETIVUTOMANG. TR UUIEGS 1,.5 soc aye ose gree ees 16,208.88 $42,718,453.81 
Liabilities 

PEPPER IE LACATIO‘ Oe coe 8h y oye evel eye Few eddie vans $41,500,000.00 

meerued: luverest on Bonds «. .°. isc... 2.0 es 493,762.06 

CIO TRE PAROTODTIOUIONS lah. fas 2 a dla) e sc oes oe 300,000.00 

Partial Payments on Installments ........ 125,334.64 

PIOEMUMeGieSAlANCO asi ke ee eee ed bk bia wes 299,357.11 $42,718,453.81 


*To be amortized in ten years out of correspondingly increased interest 
rate accruing on mortgage loans. 


Interest Statement—July ist, 1917 to June 30th, 1922 
Interest Received: 


Interest Received on Farm Loans ........ $ 3,069,498.59 
Interest Accrued and Unpaid on Farm Loans) 2,197,165.25 
Interest Received on Average Daily Balances 380,872.07 


Interest Received on Delinquent Installments LoS oes 
Interest Received as Accrued Interest on 
PACTIG Stee, Mie ANA Oh de ay 375 RD ae eaters ets 143,729.58 $ 5,810,578.69 
Interest Paid: 
Ree O Ll B10 OT SaaS hc is is 5 00 5 am peeks oh Ocoee fy $ 4,928,875.00 


Interest Accrued on Bonds, but not due ... 493,762.06 $ 5,422,637.06 


Excess of Interest Received and Accrued 
over paid out and accrued .......... 


IRIVERSITY OF WLMOIS LISA 


we 


387,941.63 
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STATEMENT OF EARNING ABILITY 


Based on the Business of Rural Credit Board as it Appears on June 30, 
, 1922 


Mortgage Loans— 
$18,741,840.01 drawing 


Income 


Annual Harnings 


interest at 54%% $1,030,801.20 


5,623,615.85 drawing interest at 6% 337,416.95 
11,576,727.16 drawing interest at 7% 810,370.90 
Cash in Banks Earning from three 
to six per cent as follows: 
$1,283,253.12 Certificates of Deposit 
rata OL Ads TOR ear Ue dss FNP AREES LA HR aie Hh, 6% 76,995.18 
D220 Oto: OPO, ACCOUNL,: . .s-6 ck 5% 26,478.82 
1,710,956.75 Active Account 24s .% 3% % 59,883.48 
490,384.84 New York and Partial 
Payment ‘account. 2% 7 eee 3% 14,711.54 
Gross annual Earning Ability $2,356,658.07 
Out-Go 
Bonds Outstanding and Annual Interest Charge— 
Annual 
Series Date Issued Amount Rate Interest 
A Septe 45 LOLET+ 3 500,000.00 4% % §$ 23,750.00 
B Sept. 15, 1917 500,000.00 4%% 23,750.00 
C Jan aD VASES 500,000.00 4% % 23,750.00 
D Feb. 15, 1918 500,000.00 4% % 23,750.00 
E Mar: «1,. 1918 . 500,000.00 4%% 23,750.00 
F Apr. 15, 1918 675,000.00 4% % 32,062.00 
G Apr. 15, 1918 1,750,000.00 5% 87,500.00 
H May 15, 1918 1,500,000.00 5% 75,000.00 
J JARs hot oS 4,000,000.00 4%% 190,000.00 
K Mar. 15, 1919 3,000,000.00 5% 150,000.00 
L June 1, 1919 4,000,000.00 5% 200,000.00 
M Oct. 1st, 1.1919 3,575,000.00 5% TS 150200 
N Jan. 4 5 Sea} 5,000,000.00 5% 250,000.00 
O May 1, 1920 1,000,000.00 6% 60,000.00 
R July 1, 1920 2,000,000.00 5%%&% 110,000.00 
NS) Oct. 1, 1920 2,500,000.00 6% 150,000.00 
A-1921 Jan. 15, (1921 2,500,000.00 6% 150,000,00 
B-1921 Jan. 15, 1921 2,500,000.00 54%% 137,500.00 
C—1921 Dec. 1, 1921 5,000,000.00 54% 275,000.00 
Total amount of Bonds 
FSSU COs os eee $41,500,000.00 


Total ‘Annial “interest; Charge ii seri. ae ae 
Actual Expense of Conducting Business of 
Board for Fiscal Year Ending June 30, 1922 
Total Annual Out-go 


$2,164,562.50 


61,338.82 
2,225,901.32 


@ 6 10) Ble) (Bey Ol enie Le ed) Sew fe cere \esente wee © $ 


Net Annual Gain 130,756.75 
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RURAL CREDIT BOARD 
Pierre, South Dakota 


Statement of Condition at the close of Business on June 30th, 1921. 


RESOURCES 

ParMimisOans NCL AMOUNE (5. 65 cele es eh ee eee te ee ine $32,700,299.42 
THT eORCEPEAIC OTL BONUS oo. a o's os cue oie aie 0 in chee tip es tio as se 2,901,812.50 
Officers and Employees, Salaries .......---+ee eee eereees 100,448.65 
MOE DONSCS |. eee ee ie we ee ee eee eas 8,605.30 
Postage and Office Expense .......-. ee eeeeer cece ccreccs 12,037.45 
Expense in Examination of Land .......---eeeeeeeeeeees 21,979.47 
EGE AND HIXCULGS, . 1.0 ececd ere. «oc sen shee 8 sre stale s fe «bi aee 13,030.49 
MEISGGLIANGOUS ESXDENSE oc. n-ne can we tee ews me es 27,944.83 
SEE PT YS en. sls nw oie, oh st wo aieucceew ay soe oo apace 2,528,202.59 
State Treasurers Balance Appropriation ...........++++e-- 240,000.00 
UT CM OME ISOMLH cam es cual shoe sum et wl vice, Seep ees oe opeeaiiciens eee © ais 530,714.75 

TE OR eee ge ee AE a Lc vat wish pu! « Sepa aie gin BF ed 18 oe ape $39,085,075.45 

LIABILITIES 

STATOR DDFODTIAtION occ ue ne nn 0 cpeeinieiare eee win ee eels ciate $ 300,000.00 
Rural Credit Bonds, Tue CANGINE : cas. data watt + Sears ah ates <gegnaa 36,500,000.00 
REPRO INLereSt OF, BONGS 2 ojos po je co we. 2 oo, cen ale ends Sess 129,979.58 
Interest received on Average Daily Balance ............+-- 220,01 0.00 
Interest received on Farm Loans ........-- eee reer reece 1,838,588.57 
Interest on Delinquent Installments ........-+++ eee eeeeee Slob 
Premium received OD BONS . oes 5 ss cpepeie wate wie ee gee eins 80,050.00 
Trterest) on, State. Warrants « os sisc sete gb o.258 shes ee eyes 6 Bye 6,850.00 

EEN DA a ie eee OE ec ceil 1-6 (hla catkdelnaahtte ea ba; & Tagelie veel Sie $39,085,075.45 


RURAL CREDIT BOARD 
Pierre, South Dakota 


Statement of Condition at the close of Business on June 30th, 1922. 


RESOURCES 
ear 1Oank. INGE A TIOURE (ise nae ahi biel sole see mils others gists ie sises $35,942,183.02 
Prraeoat wPAid FOR eDOUGS yy - eccars 6 6 6 die wade ee an eel <AF) ents Bie 4,928,875.00 
Officers and Employees Salaries .........-. eee ee ee eeees 140,616.66 
Me BSCS oie) os a oly Ws © eters sw it eto nye Bo oh meme Mahe 6s i6s 9,686.90 
Postage and Office Expense .... 1... eee eee eee ee eee eens 15,860.61 
Expense in Examination of Land ..........e eee ee ee cece: 30,027.65 
PO PIM TUP eA PU REUT OG) inks seo, bp whist 8's ete rede ale delala: Salis ke ete mie os 16,208.88 
Miscellaneous Expense ......-.- eevee er cere ene eee reeeras 36,162.70 
a PaaS SIRMEA RCT TS Ol cg bh ics can ce aero ean Vie 4e ae ghgend 6 ecw a lel es pebar the eds 3,792,181.91 
State Treasurers Balance Appropriation .........-...+e22e0-% 240,000.00 
PMEGOUNSOONMBONGS 6 bocce seks cs ce ee ais Peete et tie eer ee occe 530,714.75 


A 8) 8. lp a ere APLC oN CC Ree er toe eee $45,682,518.08 
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LIABILITIES 

State APPPOPrigatiOM . ooo sisi de Oe tee te rete ate ean peers beta iene enene $ 300,000.00 
Rural Credit; Bonds; Outstanding: eos gc encincess oe men eines 41,500,000.00 
Accrued: Interest: On BOGS | er ere eile tans, area Winona Chae 143,729.58 
Tntéreston Average: Dally Balance ies cGy ose ce wees ren ae 380,872.07 
Interest: received :from Farm Loans terri. ace eee 3,062,648.59 
Interast''on Delinquent Installments oj 2s he <a & hese eee eee 19,313.20 
Preminm OM BOWS i is ee ae wisie te lace stele at ge eae ts Ones ar eee 143,770.00 
Interest. Received ‘on State Warrants oo. 5 ee dis miter cis ee seamen 6,850.00 
Partial Payments ‘on Installments oo . a.cetis es as eee 125,334.64 

J OB aoe Rael Mane OR Rr ER RRA TAN ARDC int MER SR EN oo $45,682,518.08 


The following is a brief summary of the business transacted by the 
Board during the twelve months ending June 30th, 1922, showing the 
amounts received and expended under each heading according to our 
records. 

RECEIPTS 


Cash Balance on Hand June 30th 1921 (includes unexpend- | 
ed balance of appropriation in hands of State Treas- 


wrer’'Of: 5 240,000.00) oo). oa eta ema eres $2,768,202.59 © 
*Amount received from sale of Bonds ...... $5,000,000.00 
Amount received from accrued interest on 

PRON ek ie We aan 8 Raa ee ke aes cm eae aa 13,750.00 
Amount received as Interest on Average Daily 

LSA 8 aT roi amb MRD WMA HEN Pupypoh a arash Denial yas 155,001.52 


Amount received as Interest on Farm Loans... 1,224,060.02 
Amount received as Principal on Farm Loans 534,316.40 


Amount received as Premium on Bonds .... 63,720.00 
Amount received as Interest on Delinquent 
THEA GIS IES Cette eta wie hee ote te ees eae ene alee 15,576.45 
Amount received as Partial Payments ...... 125,334.64 
$7,131,759.03 
$9,899,961.62 
DISBURSEMENTS 
Amount of Farm Loans Closed .......... 2 pope C05 200-00 
Amount of Interest paid on Bonds ......... 2,027,062.50 
Amount Of DalArTies Mors sre ee Rae ee Oy eae 40,168.01 
AMOUNnt- OD Legal Bxpenses ih e076 Bar Wi etl ale 1,081.60 
Amount of Postage and Supplies .......... 3,823.16 
Amount of Expense in Examination of Land 8,048.18 
Amount of Expense for Furniture & Fixtures 3, Ld Ooo 
Amount of Miscellaneous Expense .......... 8,217.87 


$5,867,779.71 


Cash Balance on Hand June 30th 1922 (includes unexpend- 
ed balance of appropriation in hands of State Treas- 
rer OF $240; 000.000 5 cies ue te aceon dole Rien rene Rl a cE $4,032,181.91 


$9,899,961.62 


*Face amount of Bonds, actual cash received was plus premium. 
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Distribution by Counties of Loans Made by the South Dakota Rural Credit Board 
From July 1, 1917 to July 1, 1922 


a db >, 
- ~ »~ 
as 2 s52 r 

as ay te o559 EF. 3 
ok sa HODS rand (=) 
tH We? J — 9On 5 rob) | 
COUNTY Pe Bea Goat, bo 8 

33 =z neu oe ae 
D gS ; one Sako 
° ¢ Og ° ot oP PO08 
Sass <4 oO 10 hee end <qo< oO 

| 

PSST EGH BFE OL EES nee SE ha | 2 | $ 6,600.00 S68 lin Su 4y oe 
GNEROERGENO 3 Fh ol RII a RPC OS a Tied 436,200.00 14,756} 29.56 
Tee Re ars GEASS = aR or A 207 1,742,000.00 55,784 5 fi Bed 
EOC Line) cle atielc vo: o's bleh tha decal Se eo agega 4B sts 38 92,000.00 14,526 Gas 
iglwiie! de Vohaanch sgt oo, Olam gn Mba Uh Scene a ae NTS 43 334,200.00 6,289 yp aie) 
ESTP IOUED ES ERR Mellel. oy) AtciAteie Siateid e's le Wangia ke bun | 229 | 1,720,100.00 36,739 46.81 
TESe OE ATL cy Se ae oe atk a 164 895,300.00 35,040 25.55 
HEEL Rey (os ci Sh A CR ae 166 1,048,800.00 42,556 24.64 
ES ART MAD MMe erStS TENS os ol ets SEY GS oh ew wee 74 360,500.00 23,785 Toe 5 
ESD Ue 4 Ate eae) Re Te ON a ee A a 92 285,800.00 22,986 12 43 
MORTON OTE US SO A atl eye Re alee } 81 | 347,100.00] PATE hia | 12.96 
CMB RETS) yu Dg oc diy yh age a aes sia oe a | sl liye | 728,100.00 PA! PATE 32.90 
RED PaO tes pha elec che aie cia lay'ek ey See ae tebe! We as alata: 704,400.00 22,750 30.96 
hue Tg eG Ag Se 0 en a 35: | 271,200.00 4,103 66.09 
(OPV GRU We? We rel Foy ant eet Ay ae ne eR te 35 | 218,900.00 6,452 Sonve 
METER MMM NOWE Pee eee  aia's ios Cb idles’ 6 ine dors ecole s | 179 319,600.00 52,152 Deplle. 
Seta E MER eG cd. oral a vocbotdsn ec ecseete bck en 34 68,800.00 14,019 4.90 
ES ly gO ae al eg a | 41 297,400.00 6,014 49.45 
Bi AUB Sc Ae, AiR een eS as ep ei cea a Te nD 179 931,800.00 34,067 VAT aS 
RUM EN tcc ais o's OER oe oa ae Bev Se bic cect 45 262,700.00 W228 36.34 
LRT gg 8 AS EEE NS ae i a ae ee eee 130 239,800.00 31,675 TRY 
Meee ie rr reese Docks oe heciwicte 3 ble ool aks 6 46,000.00 Up Sgiltes 34.90 
UPI IMME TENE RS St any SG does ocscl ah o ecc lene os | 123 535,700.00 28,926 18.51 
De Ci a ae re ee SE Sere one he sc as 63 104,700.00 21,975 4.76 
Dice Vase Ps eh tae. Oe Shee a at ee tek ee 150 645,300.00 35,868 17.99 
See MAME ER NPIS Cee cs card apes cS clock wR dhe occas vim t 58 366,500.00 11,616 Pa heh Sia" 
Nar MME Race oak Ad ans Soa te Ge, ail, aa VOM 1,407,700.00 HOTT Beets 
ee MMR te ole ye MEN YY os he Me 458 904,800.00 154,830 5.84 
TRA STA APIS tee tre gi ke co OT Ne raed che ec 22 132,600.00 4,001 Bete ae 
SOE ees ee neh. hia! Vist rete th wg os 399 2,028,100.00 98,942 20.48 
PEATE IER Oh Sahai oe tan ake Cle ee 47 | 371,100.00 Sarak 42.47 
le kao hbages |. ce laene CAA ch golly Uae eka aN Nias on elena M 324 | 524,700.00| 121,618 4.31 
PC a el efaletei ans Goi mk vie die ate ect, 138 510,000.00 42,298 12.05 
MER AIT TGs Pacts cha’ s Shales sce eee os 24 193,000.00 3,924 49.18 
ee eS eee a deals. ost 5 cats Ss sew oe Oe | iky-p 520,300.00 Sa lG 13.94 
oh OGL Ye ip» U9 nt RASS, oP a es Mie a | 210 414,750.00 57,831 egied 
CG LEOT Df, ARTA ogg IEG Ie le oe RT ee | 309 834,100.00 112,515 7.41 
“gE LITLIIEN A 8 ee 2 ea Pe eno gr OL | 226 1,349,900.00 51,789 26.06 
OCC Rtn eo Ab: Sag eee ae A ene Reiko le aie | 157 1,068,100.00| 27,398 38.90 
ed RO SS pea ee RRO SS lly 65 507,900.00 10,379 48.93 
PREC COS Na. iad 1s fae Se re aT 148,900.00 11,367 13.09 
RMS ME yee GREEN a eo dws SoS oe sis oh eas 54 454,100.00 7,186 63.19 
SV aR aS foe ee eee ate a ee 180 548,800.00 58,576 9.36 
Pec set, tite) Piha. ee abies olka Bary 47 337,000.00 7,891 42.70 
BE POTN ee fac. cove ence ores Pele cots 96 341,400.00 21,879 15.60 
EE iy hs WD OL CRS 9 ee ae a a, ea 111 549,000.00 22,332 24.58 
OST Ne eg er ce 380 534,300.00 112,498 4.74 
NUSINLEA TRC mm ONO Ime) Ge Blas orecta ah cotvce ty cahohen s 197 368,300.00 58.152 Gnae 
POD MR METI? kon oh is vce hee ey ld bP aka ole bho 138 959,100.00 22,159 43.28 
Minnehaha ..... SER Vins AT SOE a ho eed t 82 596,900.00 11,097 baials 
NE NC te Patt ane So sk Wala wie oe eb bie'S «he cx 30 230,100.00 4,524 50.86 
ee PELE gag ay Ping My Mace ADS inet are ae 163 354,600.00 59,143 5.99 
Eg Th RES Py Ro SON an IR 2 EG oa a oe 753 1,181,500.00 283,672 5.05 
Soe nl 0s Mle 10 CICA TS Ai Gl TE a ae A 52 204,200.00 14,430 14.15 
ISS Gt #7, aR a EOS eds Ee ae a DE 146 641,700.00 23,672 27.10 
BOO RER TY Daren state get FAR yg, As Wi yg at iby-Aal 762,600.00 4s SA OS) pec 
SSUES VTS UNG BTA oe By aan dale Si ea 1 1,000.00 160 6.25 
SORES tate a tyes ekg. et RAS es Shea 268 | 1,712,800.00 Bieta 29.63 
RRR De kaa er We ane. Resin yh an oN 261 | 431,100.00 75,682 5.69 
RULE MM area? Ee ye Bh et cS ok die viele’ «wed Ss 147 599,400.00 45,800 13.08 
BY OE hey 5 gE LL DR ar a Tey RY | 21 47,200.00 4,744 9.94 
ce RULOR re tha oun ume Sere Who ile atic fo em, 446 1,373,800.00 90,418 15.19 
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Distribution by Counties of Loans Made by the South Dakota Rural Credit Board 
From July 1, 1917, to July 1, 1922—Concluded 


> ina) 1 ~ 
te o un ~ 
fs} bay 
aS Fs cog EF. 4 
oe) qa HOO qo 
COUNTY Hic 4m 0 sn wo Fr) 
HO oO a & eo OH 
On Pac Oma Ho Og 
@ a8'o apt Ce 
° c [0 B oer) ie Poo we 
Aes “io 2, ca tudo 
| | | | 
| l . 
AD hh GY Sh lta sy Sere ie aaa ns Ps hel oh, ORME aM SL Ate 39 250,900.00 4,808 52.48 
LB haplen oVaRree rsh as err eetreme ty Sutin en ors hoa ae er 40 295,300.00 4,502 65.59 
WV AIEW OR EROS at ceme re: wren tihe eRe oben arta whee Ciao ie eye 43 203,300.00 12,005 16.93 
Was BINS POM ira ek, Steere tee heds solace ie vole 2 2,800.00 480 5.83 
IWIA SH ADA Hie Gerscou sctacceie oe ereueel aie husks Betas 45 124,500.00 19,235 6.47 
Via NIE COM) Eee ckstatenecelcse kane a etn lel eaabeke e csche ae 52 397,900.00 7,696 51.70 
ZAVEW BOM RAB ch wives aan eta dete deine: oR ia Necraits fellas a sieNeneae ) eee BIEL 472,100.00 83,466 5.65 
| | 


iB END Bh SOR y's eet #4 dy 2a hates hale apes | 9575 eee. mca d $15.35 


Total Number of Loans East of Missouri River, 4672 amounting to $27,108,900.00. 
Total Number of Loans West of Missouri River, 4903 amounting to $10,792,250.00. 
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STATE OF SOUTH DAKOTA RURAL CREDIT BOARD 


Honorable Wm. H. McMaster, Governor, 
Executive Chambers, Pierre, South Dakota. 
Sir: In compliance with Section 922, 7067, and 10153, Revised Code of 
1919, the Rural Credit Board herewith submits its report covering the 
period beginning June 380th, 1922 and ending June 30th, 1923. 
South Dakota Rural Credit Board, 

C. M. HENRY, 

A. W. EWERT, 

J. E. ZIEBACH, 

ALFRED ZOSKE. 


RURAL CREDIT BOARD 3 


REPORT OF RURAL CREDIT BOARD 


In accordance with the provisions of the Rural Credit Act it would 
seem appropriate at this time that a review of the business of the Rural 
Credit Board be given covering the period from its organization in 1917 
up to this time and more particularly setting forth many obstacles which it 
has encountered during its existence, and the means and manner in which 
we have tried to meet the conditions. With this in view, we will try and 
give a complete history of the department from its conception to the date 
on which this report is to close. 

The development of the Rural Credit Department during the six 
years it has been in operation is a source of the utmost gratification to the 
founders of the System in this State and to the officers of the Depart- 
ment, who have co-operated with them in the enactment of the legisla- 
tion and the placing of it. in practical operation and the adaptation of the 
System to the needs of the worthy farmers engaging in safe enterprises. 
The System is designed especially to promote home-building and home- 
owning, by giving aid in the purchase of land, live stock and farm ma. 
chinery, and in the payment of existing mortgages on the land and other 
legitimate debts. By doing this, we know that the wealth of the State as a 
whole will be increased. 

It appeared that the State ought to use its credit to help the people 
of the State; that the function of the government is not only to protect 
the lives and property of the citizens and to protect them in the pursuit 
of happiness, but it ought to serve the people in that pursuit and help 
them in their attempts toward greater comfort and prosperity. 

If it is true, as we believe it is, that the stability of a country de- 
pends on the percentage of property owners, or, rather home owners, and 
that the man with a comfortable home and in easy circumstances is usually 
a good citizen, then, how can the state be better served than for its govern- 
ment to decrease the number of farm tenants and increase the number of 
farmers who own the land they till? It seemed unfair, when the State was 
borrowing money at four and five per cent and less that the farmers had 
to pay twice as much and often as high as twelve per cent. 

In a state so exclusively agricultural as this, whatever will foster, 
encourage, develop and improve farm property, will tend, also, toward the 
general good and general welfare of the entire people of this State, whether 
city or otherwise. 

Agriculture is the main industry of South Dakota, and like every 
other new state, it has been hindered greatly in its development by lack 
of sufficient capital. 

Before there was any serious thought of the Federal Loan. System lhe- 
ing established, South Dakota decided to take a step forward by going into 
the Farm Loan business. 

Back in 1910, agitation of the subject in this country became quite 
general. The American and United States Commissions were sent to 
study the credit systems in European countries in 1913. 

The possibilities of the Rural Credit System of the State of South 
Dakota are so great that if taken up by other states of the union, it would 
soon be a System which would exceed in its usefulness any of the much 
lauded co-operative systems of Europe and even our Federal Farm Loan 
System. 

Russia has The Peasant Land Mortgage Bank, which was established 
by the Government in 1882. Hungary has The Hungarian Land Mortgage 
Institute, which was established in 1863. Austria has the Galacian Realty 
Credit Society, which was founded in 1889. The Prussians had the Land- 
schaft Bank, which was in operation in 1767, and was probably the earliest 
institution of its kind. 
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France has its Rural Credit System, and through the Bank of France, 
assists the Agricultural Rural Credit Banks by rediscounting. While Eng- 
land has a few rural credit and agricultural systems in operation; two of 
her colonies, Australia and Canada have very successful systems in opera- 
tion. In 1846, Frederick William Raiffeisen established at Flammersfeld, 
Germany, the first Raiffeisen Rural Bank, which was organized with a 
capital of $1500 and with this small beginning, the Raiffeisen System of 
Rural Credits spread over Europe and at one time had 17,000 societies in 
Germany alone, with 8,000 in Austria, 2,000 in Italy and 2,000 in Belgium. 


The Rural Credit Law of South Dakota is a model of simplicity. It 
includes the important features of the cumbersome European systems, and 
those of our Federal System as well, but these have been sifted out, sim- 
plified and completely Americanized. 


No local farm associations are required as in the Federal Farm Loan 
plan, and no guarantee of payment is demanded except first mortgage on 
the land. By eliminating this feature and loaning to the individual farmer 
direct, the South Dakota System is a long step in advance of all other 
based on the Farm Association plan. 


The State borrows the money which it lends to farmers, borrows it 
outside of the State, from men who will lend their money to a State 
cheaper than they will to an individual. The State issues its bonds for the 
money, takes the mortgage from the farmers and collects from the far- 
mers, aS interest and principal become due, and pays the bondholders, as 
the obligations mature. 


There are four safeguards in the law against excessive or improper 
loans, First: No loan can exceed $10,000; Second: Loans are made only 
to men engaged in agricultural or stock-raising pursuits, or the develop- 
ment of same; Third: No loan can be made for more than seventy per cent 
of the appraised value of the land; Fourth: No loan can be made for a 
larger amount than the average assessed valuation of the property for the 
three previous years. The wisdom of the above safeguards has been mani- 
fested to the Board on hundreds of occasions since the System has been in 
operation and they should not be altered or broadened in any way during 
the present conditions. 


This System was organized for the purpose of giving to the farmers 
cheap money on long time and to aid in the settling up of the State by in- 
ducing immigration; also, to help improve conditions of the present resi- 
dents. 


The method of repaying a loan is known as the amortization plan. 
The word ‘‘amortization comes to us from the European system. The first 
letter ‘“‘A’’ apparently means ‘‘to’’ and the remaining part of the word 
comes from ‘‘mort’’, meaning death. Then applied literally, it means 
killing the debt, and this is accomplished at the end of thirty years, a small 
payment being made annually, in addition to the interest, which is exactly 
enough to pay up the loan in that length of time. 


The business of the State Farm Loan plan is managed by a Rural 
Credit Board, which is given authority, as to the method of handling the 
business. The Board consists of five members, of which the Governor is 
Chairman. The other four members are appointed by the Governor for 
terms of six years each. -Of great importance is the fact that all members 
of the Board are in hearty accord with the plan and purpose of the law and 
have tried in every way and have succeeded in getting the results hoped for. 


The first step necessary was an amendment to the State Constitution. 
Under the Constitution the State could never incur an indebtedness of 
more than $100,000 and must never lend its credit to any individual, firm 
or corporation. By an Act of the Legislature of 1915, a joint resolution 
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was submitted to the voters of the State, proposing to amend Section 1 of 
Article 13 of our State Constitution to read as follows: 


Neither the state nor any county, township or municipality shall 
loan or give its credit or make any donation to, or in aid of any in- 
dividual, association or corporation, except for the necessary support 
of the poor, nor subscribe to or become the owner of the capital stock 
of any association or corporation, nor pay or become responsible for 
the debt or liability of any individual, association or corporation, pro- 
vided, that the state may assume or pay such debt or liability when 
incurred in time of war for the defense of the state; provided, fur- 
ther that the state or any county or two or more counties jointly may 
establish and maintain a system of rural credits and thereby loan 
money and extend credit to the people of this state upon real estate 
security in such manner and upon such terms and conditions as may 
be prescribed by general law. Nor shall the state engage in any work 
of internal improvement. 


The above amendment was submitted to a vote of the people at the 
general election in November, 1916, and was adopted by a substantial ma- 
jority, there being 57,569 votes for the amendment and 41,957 against it. 


When the amendment to the State Constitution was obtained it en- 
abled the Rural Credit plan to be enacted into a law and put in operation, 
but before this could be done, the necessary enactment by the Legislature, 
carrying the plan into effect, had to be carried out. This was done by the 
Legislature of 1917 by the adoption of the House Bill 414 (Chapter 333 
of Session Laws) which provided for the establishment and maintenance 
by the State of South Dakota of a System of Rural Credits and provided 
for the loaning of money by the State upon real estate within the State; 
authorized the State to borrow money on its warrants and bonds secured 
by the good faith and credit of the State for the purpose of maintaining 
this System of Rural Credits; created the South Dakota Rural Credit Board 
for the management thereof; defined the powers of such Board and its of- 
ficers; and provided for an appropriation of Two Hundred Thousand Dol- 
lars payable on the order of said Board, to be used in establishing and 
maintaining the System. 


The Governor of South Dakota asked for and obtained from the Jud- 
ges of the Supreme Court an opinion as to the constitutionality of the 
Rural Credit Law, and the legality of bonds issued under its provisions. 
Later, an action was brought to restrain the Board from issuing its bonds. 
In both instances the Court gave its opinion that the Act was valid and 
that bonds issued and sold under the provisions of the Law would be valid 
and binding obligations of the State. 


In conformity with the Law, the Governor appointed the members of 
the Board, which met and organized on June 28, 1917. The first loan was 
not made until October 20, 1917, the delay having been caused by the 
legal proceedings necessary to establish the constitutionality of the Act. 


The Supreme Court said, in declaring the Farm’ Loan Plan consti- 
tutional: ‘‘it develops the Agriculture of the State. When you do that, 
you help every one, because all prosperity rests on agriculture.”’ 


Since the Board started loaning operations in 1917, the average loan 
per acre in the various counties has varied but little in the six years that 
the Act has been in force. In other words, the loan value of lands estab- 
lished by the Board in 1917 and 1918 has been adhered to throughout the 
period of high values and up to the present time. It cannot be empha- 
sized too strongly that if loans are not considered and made on a reason- 
ably conservative basis, disastrous results will follow. The following table 
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shows the average per acre loaned during the nine different periods and 

speaks for itself: 
3831 loans to September. 15, 1919, average per acre $16.08 
4826 loans to January 16, 1920, average per acre $16.28 
6160 loans to June 30, 1920, average per acre $16.21 
7168 loans to December 31, 1920, average per acre $15.60 
8427 loans to July ist, 1921, average per acre $15.55 
8582 loans to January ist, 1922, average per acre $15.48 
9575 loans to July Ist, 1922, average per acre ~ $io%0 
10322 loans to January ist, 1923, average per acre $15.11 
11222 loans to July 1st, 1923, average per acré 99s. 27c0 


In another table will be found a complete list of the number of loans 
made in the various counties, the amount loaned, the average loan per 
acre and the 1923 assessed value of lands. From this table, one, who is at 
all familiar with the land and values in his county, can judge if the Rural 
Credit loans have been placed on a conservative basis. 


The following paragraph is taken from the last annual report of 
the Board: 

“Ror the consideration of the Legislature, the Board would 
recommend that all future loans made by the Board should be re- 
stricted to actual residents of the land offered for security; or, in an 
integral part of their farm, or ranch holdings. In the past, the Board 
has approved loans in some instances on lands that were occupied, 
improved and producing, but when title owner was not actually resid- 
ing on the land. In view of the great number of applications that 
are submitted to the Board, and the knowledge that it is impossible 
to handle all the mortgage indebtedness of the State, prompts the 
Board to make this recommendation. In confining loans to actual 
resident farm owners, still leaves a wide field for operation, and the 
great benefits that farmers derive from the state loan system, can be 
continued over a long period of years.”’ 


A bill covering this recommendation was introduced in the 1923 Ses- 
sion of the Legislature, and passed the Senate, but failed of passage in 
the House of Representatives during the confusion of measures in the final 
days of the session. Since then, the (Board has adopted, by resolution, the 
purpose of this recommendation, and loans are not considered now that 
come under these restrictions. 


Section No. 10164 of the Rural Credit Law does not permit the Board 
to establish and collect any filing, or examination fee in connection with 
the Rural Credit applications. It is the opinion of the Board that a rea- 
sonable fee should be permitted to overcome, in part, at least, the expense 
incurred in handling applications, papers and expense of examination of 
lands. Of the number of applications received, about forty per cent are 
never closed as loans, and there has been an averaage expense of, at 
least, fifteen dollars for each application filed and inspected, and it would 
be no more than just that this expense be distributed to cover all loan ap- 
plications submitted rather than to be a general expense charge, which 
must be met by applicants, who complete their loans. 


At the close of the fiscal year, the Board had funds deposited in 276 
different banks in the state. The rate of interest paid in active checking 
accounts has been 314%4%, on inactive checking accounts 5% and on Cer- 
tificates of deposits 5%. The Law requires a surety bond on all deposits 
placed in National Banks. In State Banks, the Law does not require 
bonds, as the deposits are protected by the State Guarantee Fund. 
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The question has been asked if the Board considered it advisable to 
increase the ten thousand dollar limit on loans, as now restricted by law. 
The Board is united in the opinion that the limit should not be increased. 


There was some discussion during the last session of the Legislature 
and in the press relative to a limit being fixed by the Legislature on the 
amount of Rural Credit Bonds that should be issued. The several issues 
made in the past six years now amount to $44,500,000.00. It has always 
been the opinion of the Board that bonds issues should never exceed 
$60,000,000.00, but has not deemed it advisable to arbitrarily fix the 
limit until the agricultural condition of the country has shown further 
improvement. 


The problem that confronts the Rural Credit (Board is the same that 
confronts all agencies that loan money on farm securities. The adverse 
conditions that have prevailed in all agricultural and stock raising sections 
of the country are so well known that discussion does not seem neces- 
sary. The problem of prompt interest payments is the only one that has 
caused the Rural Credit Board any anxiety, but the marked improvement 
in interest payments in 1922 over 1921 has been encouraging and the 
Board feels that with one or two good crops and reasonable returns, this 
problem will be fully overcome. The net earnings of the Board now total 
approximately $150,000.00, annually, and this surplus will create a fund 
far beyond any loss that will be sustained in lands taken over by fore- 
closure. 


In the matter of collections of interest, the Board has pursued a policy 
that took into consideration the agricultural interests of the state as a 
whole and that of each delinquent borrower. Realizing that there would 
be practically no delinquencies if agricultural and banking interests were 
on a normal basis, the Board has not considered that a ruthless policy of 
foreclosure was justified. On the other hand, personal examination of the 
affairs of each delinquent borrower is made and reports filed by Members 
of the Board and Field Men, and only in cases where the outcome was con- 
sidered hopeless, or doubtful, have foreclosure proceedings been instituted. 


Up to the present time, seventy-five loans have been foreclosed, but of 
these, fifteen have either been redeemed or re-instated, and indications are 
that in most cases some settlement will be made by subsequent lien hold- 
ers, before the expiration of the year of redemption. The Board does not 
anticipate that any permanent loss will result to the State in any of the 
cases foreclosed. We find, that in most cases, it is not the original mort- 
gage that has caused the loan to become delinquent, but subsquent mort- 
gages have been given to such an extent that the burden of debt has be- 
come so large that financial recovery is made impossible. 


The annual interest on the bonds issued amounts to $2,307,062.50 
and payments come due in every month of the year. These payments 
have to be met on the day they are due, or the whole credit of the state 
would be lost, and no bonds of any character could be sold in the markets 
of the country. <A certain reserve is absolutely necessary to administer 
the law successfully. This would not be as large as the Board deems 
advisable at this time, were it not for the fact that conditions in all parts 
of the state are such that many, who have State Rural Credit loans have 
not been able to meet their interest payments, when due. 


There are some, who are not friendly to the Rural Credit System, and 
who have criticized the Board for holding any reserve, and make the un- 
warranted charge that the Board is loaning money to the banks of the state, 
and that this reserve should be placed in farm loans. It is true that this 
reserve is deposited in the banks of the state and is all drawing interest, 
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and indirectly is of benefit to the banks and the communities, which they 
serve, but the real purpose of this reserve and deposits is to make sure 
that interest payments on bonds, when due, can be promptly met. Any 
other course would endanger the credit of the state and make it impos- 
sible for the Board to dispose of any future bond issues. 


The legislature appropriated $300,000.00 to enable the act to be put 
into effect, and of this amount, $60,000.00 has been drawn by the ‘Board, 
and the balance of $240,000.00 remains in the state treasury, and the in- 
terest of the same goes to the state, and not to the Rural Credit Board. 
If this $60,000.00 were returned to the state treasury, which it could be, 
not one cent of the general tax payer’s money would be involved in the 
operations of the Rural Credit Act. 


RURAL CREDIT LOANS CLOSED BY MONTHS FROM JULY 1st, 1922 
TO JUNE 30th, 1928. 


Am’t. of 

Month Year Number Loans Closed 
SI UERSCUN Beis Se lacy ac aces aes Coe seme, ime nae Tecnica 1922 163 $ 634,000.00 
AWE USE vatic cic uene re asetas eee eee ek ea ere ore tems 1922 128 480,100.00 
SOD CEMMDOR  . ce win nis noadewat dusters Rien Cues 1922 142 505,900.00 
October AeA BARS eae ee eee 1922 122 354,900.00 
NOVO DOR (5000 PORN Seer arene Leake cae 1922 37 125,000.00 
Décem ber? isk, 84") 4 seh tee oe ee Nee 1922 150 466,800.00 
JAWUAPYV Re lee POR ees, cet praia 1923 229 802,900.00 
PODLUAEY | re ee alee scaeee eRe es 1923 188 609,800.00 
Marche yi ff ein See ee Bi ee eee 1923 142 453,700.00 
Aprive ey eo ee ae oe on. eee eae 1923 135 380,900.00 
1G aie A ere ihe Sar ale Aarau es Samer any | 8 ee EL 1923 124 400,700.00 
ETO! eae eR. See ans 2s We Ye eo ae 78 266,800.00 

Ded 8) PP SES AP A ra tS SNE MHEG iy Rt SUN cubed « 1638 $5,481,500.00 


We wish to submit the following statement, showing conditions of 
business of the Board beginning, October ist, 1917, to the close of busi- 
ness, June 30th, 1928. 


We have received since commencing operation on October ist, 1917, 
20,105 applications coming from _ sixty-six counties and amounting to 
$88,471,276.52. Action has been taken upon these applications as 
follows: 

11,222 Applications have been closed as loans, amounting to $43,382,650.00 
525 Applications have been approved and are waiting 


abstracts) for Closing,” aMOUNUINE “UO. co7656 =. 5 sacs eye 1,897,800.00 
804 Applications are on hand for investigation of the 
Board? AMOUNTING tOw ne idle sccm: cossielecals a on ae rene ran 3,256,800.00 


7,554 Applications have been rejected or cancelled for 
various reasons and the following amount includes 
all’ reductions ‘matie* on applications. s 32. eee. wie ae 39,934,126.52 
20,105 : $88,471,276.52 
Face of loans at time of closing upon which payments have been made 
amounting to $2,951,264.55. Statement in back of report shows the 
payments deducted. 
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To meet this demand for loans and to be able to close same, we have 
issued Rural Credit Bonds amounting to— 


series A, Bonds, issued September Ist, 1917 .......cc000: $ 500,000.00 
Series B, Bonds, issued December 1st, 1917 .............. 500,000.00 
pemoest, -oonde, wssued January 15th,  V9OV8 i. we ecm 500,000.00 
SeLicsel) bonds, sissued’ Nebruary 15th; 1918) ..:...0...... 500,000.00 
Bertesmin, Hones. issued: Maren, 1st,’ 1918) osc cence Pe eee ha 500,000.00 
Panett onus. liessuea: Aprin oth; PODS 226738 fied eieule. 675,000.00 
porless a ebonas, issued, Apri oth, LOLS ee eke ee 1,750,000.00 
Sernicemneoonad siesucd) WMavoloth; “LOLS 6 al ele ere ete ee 1,500,000.00 
Spericemour songs, wesvedsJaniuary 1st, 1919) 0c 6s Bere  ee w. s 4,000,000.00 
Sores oondsiesied, March “Lb5th, 1919... cs ee Oe ees 3,000,000.00 
pertoemi sponge, issued” June: Tat, LOT ic als eles cla wie 4,000,000.00 
=erieee. Bonds, issued October 1ste19lS. . -eee..c8 es... kee a5 OU 0G200 
perice N, Bonds, issued: January “15th, 1920? veces... es 5,000,000.00 
Seriogs).. ponds, issued, Maye 1st, sGO20) on. Sh ec 4 eetere ers le 1,000,000.00 
Seticoett se OoOnDde sissied July ist; -:1920 5 beim eee. 6 ok 2,000,000.00 
Bapieers = Ons, Jssneds October. 1s8t,..1920 0 2. wee cs a oles 2,500,000.00 
Series A-1921 Bonds, issued January 15th, 1921 .......... 2,500,000.00 
Series B-1921 Bonds, issued January 15th, 1921 .......... 2,500,000.00 
Series C-1921 Bonds, issued December Ist, 1921 .......... 5,000,000.00 
Series D-1922 ‘Bonds, issued November 15th, 1922 ........ 3,000,000.00 


$44,500,000.00 


09°290‘°L08‘Z$ 00° OLO‘TLT$ SL’FTL‘0OES$ 00°000‘00S‘FFS 


6 00°006‘3FT 00°008‘LZ T6°00T % Vey 00°000‘000‘ 2Z6L “IST “AON 2261-—G 
~ 00°000‘GL2 00°0%L‘89 LZ LOL % % G 00°000‘000‘S TZ6L 3ST ‘90d TZ6T-O 
= 00°008'LET 00°000‘S9 OF'L6 HAG 00°000‘008‘% IZ61l ‘UIST ‘Wee TzZ6I-a 
re 09°000'0ST 00°000‘SZ “LOE % 9 00°000'008'% IZ6LT ‘UIGL “UeL TZ6I-V 
O 00°000‘'0ST 00°009‘ PI O0OT % 9 00°000‘008‘2 OSGI * 12s. 106 Ss 
= 00°000‘0TT 00°000‘08T 08°&6 % UG 00°000'000‘2 OZ6L “4ST AINE u 
ce 00°000‘09 00°00F‘0T 96°86 % 9g 00°000‘000‘T OZ6L “3ST APIA O 
e) 60°000'042 00°00S‘6ET T2°L6 % 00°000‘000‘S OSG ‘UISL ‘wer N 
= 00°OSL‘SLT 00°0SF‘TZ 09°00T % g 00°000‘SL9‘ 6I6T.. 1ST =100 W 
= 00°000'002 00°000‘08 GL°00T % G 00°000'000‘F 616T ‘IST oune T 
00°000‘08T ‘00T % G 00°000'000‘E 6T6L ‘UIST ‘WOW MI 
4 00°00S‘LF ) (79°16 ) (00°000‘000‘T) 
5 00°006‘ZFT) OS EZR). * TPR”) Wey (00°000'000‘8) 6161 1st er f 
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CONDENSED STATEMENT 


Of the Condition of the Rural Credit Board at the Close of Business, 
June 380th, 1923 


RESOURCES 
Peerintteaee wi OAns 1 PONCE 204 wl. wes eee we wee ee $40,431,385.45 
MocEieuernterese ony mortgage Loans <2 wees. Se. kk: 2,908,901.79 
Ser PPC LIMES SLIT 1G Mae Me ey ME. 5 > Bee neebs Stews dly aires Marea doh 1,884,675.71 
Due from State Treasurer, Balance Appropriation ......... 240,000.00 
igi eere er Trt SOUL Se mh OLOM aii. « Veleks ove. cushids cissitede Seale cere oom oabe 530,714.75 
Pe IPULITL ATCT CM XEULGOY 5 osc icssks toncds “etal each € so Gia oeecchenere cheetahs 19,032.74 
$46,014,710.44 

LIABILITIES 
Pe eeeeE ME UTE POE AU LIC) 11) ees ch VoL actos doieac ai ak niwhel ec x. sieAat eo ate is chielece = $44,500,000.00 
Peermecariiercst. on Bonds not due’ < s...... os. sv eesa ee 642,841.16 
eee CR COUT ODTIG LION: 4s. 535 wie chee Pe home ay uel cid sla e eral eldbattve 300,000.00 
Paraoier avyinents -On* Install ments. is sAjamiesstel whe iane abaperss sierdee 171,414.98 


Pere TEMeES OL 11 CO We scar 5a tov eco aoe) chata barie: © oietone, Conia co etein ke whens va 400,454.30 


$46,014,710.44 


*To be amortized in ten years out of correspondingly increased in- 
terest rates accruing on mortgage loans. 


INTEREST STATEMENT 
uive Ist olde LOLs une o0tue Lolo. 


Interest Received: 


Pee roster HeCGly Gh NOT Warm slOanss «|. mG kids Sue ete ora uletehe aad « $4,699,331.59 
Interest earned on current loans not yet due and past due .. 2,908,901.79 
Interest Received on Average Daily Balance .............. 502,500.63 
Interest Received on Delinquent Installments .............. 66,762.85 
Interest Received as Accrued Interest on Bonds ............ 167 583° TS 


$8,335,080.61 
Interest Paid: 
PA Cor okte ALUM ODE OUUS ts 1 4 sot elise. SSR Mh eet eysle so Pada eal $7,164,687.50 
itevestenccruea.ons. ponds, Dut not duets..2 68 wo. Cae wok: 642,841.16 
$7,807,528.66 
Excess of Interest Received and Accrued ocer paid out and 
ALO CMR ited cineca to tei te cc eae, oe coo eva leant hia woe theta) oe ~> 527,551.95 
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STATEMENT OF EARNING ABILITY 


Based On the Business of Rural Credit Board As It Appears on 


June 30th, 1923. 


INCOME 
Mortgage Loans— 


$18,102,698.58 drawing interest at 514% 

10,927,949.69 drawing interest at 6% 655,676.98 

11,400,737.18 drawing interest at 7% 798,051.60 
Cash in Banks, Earning from 31% to 5% as Follows: 


-$ 995,648.42 


$ 737,472.59 Certificates of Deposit at 5% 36,873.62 
266;878.00° Active Account at 5% ...2.% 13,343.90 
990,260.94 Open Account at 34%% ...... 34,659.33 
171,414.98 Partial Payment Acct. at 344% 5,999.52 


Gross Annual Earning Ability. $2,540,253.37 


OUT-GO 
Bonds Outstanding and Annual Interest Charge: 


Series Date Issued Amount Rate Annual Interest 
A Sept. 1, 1917 af 500,000.00 4%% $ 23,750.00 
B Sept.15, 1917 500,000.00 4%% 23,750.00 
C gant LDL ILs 500,000.00 4%% 23,750.00 
D Feb. 15, 1918 500,000.00 4%% 23,750.00 
E Mch. 1, 1918 500,000.00 43%% 23,750.00 
F Apr. 15, 1918 675,000.00 4%% 32,062.00 
G Apr. 15, 1918 1, 76.05000.00% “655% 87,500.00 
H May 15, 1918 1,500,000.00. 1.5... 75,000.00 
J Jan. 1, 1919 4,000,000.00 4%% 190,000.00 
K Mch.15, 1919 3,000,000.00 5 &G 150,000.00 
L June 1, 1919 4,000,000.00 5 @&W 200,000.00 
M Oct, 45. 1919 3,575,000.00 5 G&G 178,750.00 
N Jan. 915; 1920 5,000,000.00 5 G&G 250,000.00 
O May -1,. 1920 1,000,000.00 6 &% 60,000.00 
R July: +1, 920 2,000,000.00 5%G 110,000.00 
Ss Octo 19 20 2,500,000.00 6 &G 150,000.00 
A-1921 Jan. 15, 1921 2,500,000.00 6 @G 150,000.00 
B—-1921 Jan. 15, 1921 2,500,000.00 544% 137,500.00. 
C—1921 Dec. 1, 1921 5,000,000.00 51%% 275,000|00 
D-1922 Nov.15, 1922 43, % 142,500.00 


3,000,000.00 


Total Amount of Bonds 
ESGHEG Sicuy wa) bien $44,500,000.00 


Total, Annual -interest.Charge ce 4.0.3 ea $2,307,062.50 
Actual Expense of Conducting Business of 

Board for Fiscal Year Ending June 30th, 1923 
Total Annual Out-Go 


74,913.39 


eo eee ee © we © © we ee we ew eo ew ee 


Net Annual Gain 


eeeeeeer ee @ © © & © © eo we ew © 


Annual Harnings 


—s 


$2,540,253.37 


$2,381,975.89 
$ 158,277.48 
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RURAL CREDIT BOARD 
Pierre, South Dakota 


Statement of Conditions at the Close of Business on June 30th, 1922. 


RESOURCES 

Me Ce Cen ITH en E Fk IV OUIEC Ko, «5%, & 2)de oso oo Mees wad 9c, oie wig aaeare Sex $35,942,183.02 
PeTEN aE CMB EDEL ECLUUT IVER ESOT) Lily cote ion. 0 alos ate ac 6, se MA dhe Sao ad Bod Sch es 4,928,875.00 
Seo BNO DIDIOVECS SAlaries 0. cask wee once a cea bala cae é 140,616.66 
See ET Ce ad eae oN a ad ella. ees dwar ea dietince, seid aS a ee 9,686.90 
eR PATRON IC TX DONG 6 cian’, a) Roe kc oh ae Haig ev Shs a aes Lie 15,860.61 
Breeetterentty BRATION OL LANG vars: ste eye, s, a(n, enol aeeisl Mead ble de 30,027.65 
ane ere Fee Pheer TT CPR CTL gan wails ©, o/c. 0, a of Saasa’s: ay eva oie, clave eae bed Re 16,208.88 
MN ENOR YE EPUCRS SIRE SETI CC a. S055 woe ace. cced ew. a,s ashe) alese 4 a ay ecb, ec ocaus aGE1 62270 
Eee RSME ET A TLC Gear eran a eo wis ss sw. 6, 0, 4 dette eG ad sie ede, re paohedie wd 3,792,181.91 
State “treasurers Balance Appropriation .... 2.0... secs cca we 240,000.00 
MOP PrCraE START IMME EVID IL CD otc e) oie eta «assholes en eke ote eke’ erelethveteele he eve ates 530,714.75 

RSLS Lee ETA og tar chide Socd hoe a te al at a ewer el eate eer ener $45,682,518.08 

LIABILITIES 

Seem MMMESET EMIT ULL LOTN ed. a is a.'y a: sighs Neher eittald wd Seal Sia eee Oho ceils $ 300,000.00 
Pie eet DONS! (OULSTAMOIN co: cancels occ al tiete des adele ceheoets 41,500,000.00 
Accrued Interest on ‘Bonds at date of delivery ............ 143,729.58 
Interest Received on Average Daily Balance .............. 380,872.07 
aierereser 1ecelveasirom «Farm Loans % oe. secs. Riel activa wliesec at's 3,062,648.59 
Interest Received on Delinquent Installments ............ 19,313.20 
ORO Atr CeCe CeLVOO), OF) SONGS a4 iiss close leis ete. 8, 0, eleces Sus peleoeereieye 08 143,770.00 
iiierentriecci ved: OlLcetate Warrants: csi si. Petgel. cs Bs hd we 6,850.00 
Parise eayinentss OF INStallm Ontsy ss ie. ce sa eielelle ised afete le efatele 125,334.64 


SL VU EL Sum arama Mee ae tila oe iene e. a/si« aris ratal eth apauie le iterate fa $45,682,518.08 
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RURAL CREDIT BOARD 
Pierre, South Dakota 
Statement of Conditions at the Close of Business on June 30th, 1923. 


RESOURCES 

Rarm;Leéans, Net Anrount’ (25) Sas 5 oy oe oh coe ee $40,4381,385.45 
Interest SP aid One BOmdss gic rete eens tals ene i ls oe sae ee 7,164,687.50 
Officers @nd: Hmployees Salaries: sa). 4.m ek alee eee ee 186,488.66 
Wer ad FOR DENSOS aie oyccse ore ita te leliatabielalevet ouetelot chalice Seer atarn: en a ema 11,921.40 
Postazewand, Office: EEXpenses <iiu. ih ueicts ie terateee ste eeheie me ee eee 19,588.50 
Expense,in Examination: of 7 land. 524.5. .% se he eee 43,931.57 
Furniture: and Wixtaresi cites & nase he DU i ee 19,032.74 
Mistellancous. EXPONSO. i. yiisres. cess cs sate batts tie lots fe tale Salle Mote tq) enn ene 45,337.78 
CASO ELA 5 ssc se hes \aropata hale to neta te Mote tele to Gta ke vale tote Wate Cn ae 1,884,675.71 
State. Treasurer’s Balance Appropriation ©...°...-.).).).5./05. «ele slate 240,000.00 
DiscoUnt*Oon.. BOWS... ioiciccc Ge vedanta take te ne eRe ee eee 530,714.75 

POCA Sect Shaig, evarte is, UR: wlcacdn Cotton dy Ete otal ale eo ele te $50,577,764.06 

LIABILITIES 

State GA pproprigtion: mys: soaks peaaevteee keeles Ee ee $ 300,000.00 
Rural Credit: Bonds, Outstanding ite ose ce eee eee 44,500,000.00 
Accrued Interest Received on Bonds at Date of Delivery ... 157, 588.15 
Interest Received on Average Daily Balance .............. 502,500.63 
Interest Received on. Farm Loans: 7.5.02 0 eee 4,699,331.59 
Interest Received on Delinquent Installments ............. 66,762.85 
Premium ‘Received: on, Bonds 6.2.5; . nea Ot Pee 171,070.00 
Interest.\Received .on ‘State “Warrants: .).5 224 } oh eee 6,850.00 
Partial “Payments. on Installments? iil 2543). eee 171,414.98 
Miscellaneous Rees’ Receivedi.:.:.a 00. OST ae eee 2,250.26 

TOCA 16.56 be heh oss ON ees ve NES So eR ee $50,577,764.06 


The following is a brief summary of the business transacted by the 
Board during the twelve months ending June 30th, 1923, showing the 
amounts received and expended under each heading according to our 
records. 


RECEIPTS 


Cash ‘Balance on Hand June 30th, 1922 (includes unex- 
pended balance of appropriation in hands of State 


Treasurer: of. $240,000200 cae cols we ot ee eee $4,032,181.91 
*Amount received from sale of Bonds ...... $3,000,000.00 
Amount received from Accrued Interest on 

ERODES tik con setae i ei ait celseriane . inch ve te Reem a 13,854: 17 
Amount received as Interest on Average 

Datly? Balances ose ae se ee ee 121,628.56 


Amount received as Interest on Farm Loans .. 1,636,683.00 
Amount received as Principal on Farm Loans. 99229 Tbe 


Amount received as Premium on Bonds ..... 27,300.00 
Amount received as Interest on Delinquent 

TNStatiMiemes so) oes hep eeOne nee oa cone fe ee ee 47,449.65 
Amount received as partial payments ....... 46,080.34 
Amount received as Miscellaneous Fees ...... 2,250.26 


$5,887,543.55 
$9,919,725.46 


Amount 
Amount 
Amount 
Amount 
Amount 
Amount 
Amount 
Amount 
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DISBURSEMENTS 
Ole harm Loans Closed”. 7.2... oo es - 99,481,500.00 
Genverest Paid on) Bonds o.... 1. 12. 2,235,812.50 
Re Pease PELE Smee ter al bag ope vais baie. bettas whe 45,872.00 
Mie lsee a te ONSES whe, ss ake. s cel deetee as 2,234.50 
GStopostasevand Supplies 2) 5. a. ees bigeye t 
of Expense in Examination of Land.. 13,903.92 
of Expense for Furniture and Fixtures 2,823.86 
of Miscellaneous Expense .......... ee SLUR: 


Cash Balance on Hand June 30th 1923(includes unexpend- 


ed 


Ree emia nt PU OOD Ye Selves cn a ois Byelk <0 6 said platens tnt sien $2,124,675.71 


balance of appropriation in hands of State Treas- 


15 


$7,795,049.75 


$9,919,725.46 


*Face amount of Bonds, actual cash received was plus premium. 


DISTRIBUTION BY COUNTIES OF LOANS MADE BY THE 


SOUTH DAKOTA RURAL CREDIT BOARD 
Krom July 1, 1917 to July 1, 19823 


n 
S BS | 2 Sp 

Lol = at 0 

a = q = Gy = 2 “| °c u S 

COUNTY eas Ong oD <i te 

on yoo ogtodg 

ac aS ve) faics | OER 

O83 Foss Onna 

Zeex o <q aS o Fi ase O WH 

PATS tecOlT te Renee eee ede he eee | 2| $ 6,600.00 1,368 
Ba LONER LGN ELAS ARR de oe Oe ee eae | 89| 566,200.00| 18,752 
TEYEW CHEE © Uh Aas Seino ie ey CnC Men otoeaee | 300} 1,863,100.00] 59,705 
STC Litmuette es ceca eee ate. steaks a le aie | 47 117,800.00 17,083 
PERRET TL OTIUITIC Hee rene, 6) SES cishetsis, 1s a8 oes 50 376,900.00 7,101 
EST OOLSIVE SAE eae elo eee oledod sold. tne 236 1,769,100.00 37,786 
PS OVC: sce Sen ee re eiole cess 178 966,200.00 37,296 
UES Ls DS USP IS eos fee Set ieee eile sions se 210 1,297,600.00 53,644 
Site LOM a, Sune, BGs Oe ars weenie 82 404,000.00 26,346 
TES VIL GNe + oy ano ate GROMER ERE trcican Carona 101 304,400.00 25,466! 
SAY UCUeMee A hse oi ea a renters s 97 405,700.00 30,905 
COHABHRISEY INBG 9S ie Beceap nce eater cet ere Ore 130 802,600.00 24,192 
(OWalke. "1 Ae SiEh A itech Chem Rane acnCae eae eae ey, 727,400.00 23,516 
CO Vann Pee eee ier cai ate ciersne clo eatiols 39 304,200.00 4,693 
GOUT OT were tis Genes, Wstets Boeke. cle she 39 245,400.00 PAE 
CONS O lime eerie dics, © si ais Shenae cs teus 240 419,700.00 65,980 
GUIS UOT trees ciel ees 6 oss cllereetel ene te 53 114,600.00 22,863 
IDEEVASKONOR” Ars cits cca eCne RC nee Cue ee AER eee 44 318,900.00 6,497 
LEA Va ET eet An 6) 6 aoe) ols cos Moet s- wee 80 189 970,300.00} 36,208 
DOU C MM eaee Crerede hc iee ania a) sneustayens tasers 45 262,700.00 Nine 8 
WD) COG VM eke tte s dnt s Sse dre sun sons) « 200 375,700.00 48,799 
COLL OU LS MNCS Sena uatdl sate, ne raneie aces 6 46,000.00 ess 
PVCU TV UEIN CL Stee saeco ale tee teuel ss, 6 a whereas wos 162 672,000.00 43,885 
ze TE Vi Tame nave stove) shevetiayls [« twcclsca\'el aa 85 179,800.00} 32,466 
PEEL U1" Komen S Stes ccs «heeft tan ayes oo xs el os | 168 716,100.00 39,296 
CPE AM CME Reet ees, oc Ok ree Ona sks. ose ris 60 379,000.00 12,018 
GEOL OL Va eee isc sa ake er anahe. oo sbousis 316 1,641,500.00 69,126 
IS EWEN etal omens no as DEP ee 495 978,300.00 178,934 
LEVEY EULL TMM Reged ogee. lows yetens ercconacs elas te 23 138,600.00! 4,161 
IRD OG’ Aig Gate eo) See oi romiecaren are ero 462 2,339,400.00 116,184 
EL ATI SOT erated crete rane os ste gd ais whalers ets 49 389,100.00 8,280 
EVENT CLL 1 Seen teen te uae ies es ose whoa siceaets 372 580,400.00 138,899 
LUIS GS oiler aceshacasc, coateter sue ta sedel wan 181 674,100.00 53,541 
ET UCE DTS OL mentee oleh ahat sus teleleaet te: eis, sis 27 214,000.00 4,570 


Average am’t 
loaned per 


| acre in 
co] each county 


30.19 


Average 
assessed 


value 
for 1923 
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DISTRIBUTION BY COUNTIES OF LOANS MADE BY THE 
SOUTH DAKOTA RURAL CREDIT BOARD 
Krom July 1, 1917 to July 1, 1923 


(Concluded) 
Ba 
> > Be es g Pa 
ae) 6) ets | » 
q pe 5 32,| 8% = 
she dH ale ee o & = OD o 
COUNTY G44 Ono woros Xo EO i = 
on poe Oetoa] £ oO 4 aor 
qa ead oan oRXOS 1gos 
688 fesS | 62,5) eae tee 
ee a8 56 Z5o8n| C280 \tapn 
pa EN Ee Ee Ua 
| 
ViGG Se apne evoke cess ar aL ea ee ee ae 150 645,000.00 45,486 14.18 24.38 
WAGES OTM raga arateen Meh ares oie ie eee 250 494,250.00 69,897 Thrisiid 11.10 
WOME GRee! # ha ketal n sucks cohen icone an 352 972,200.00 125,942 (OG! 12.99 
FiS AMUN oan rece teacitel Gued olete esate ec eeRe Hee 226| 1,421,300.00 54,341 26.15 51.57 
i EGO aTSH OHO GRiaben ten Ae ate tae, SME 167 1,143,600.00 28,876 39.60 71.385 
TUDO al ge Ae Rite Wie clue Rabse tata aerate 67 530,900.00 10,794 49.18 85.99 
WHE TUG G Sah ous Velie eon ie aha aera eee 44 188,700.00 14,197 13.29 17.59 
PuLVGOW ie yi ies eae tet mean Sanne conten ay © 54 459,100.00 7,276 63.09 112,12 
AVE TA eer art tel Raver oem nO out inc eee 278 868,800.00 87,689 9.91 Lbvan 
WECO OOK ices ook ss Gs eh) Siete races 49 348,500.00 8,131 42.86 88.69 
ME PINELrSO Mae svete soliton sees 109 379,900.00 24,364| ° 15.59 22.76 
DAM eM ASH aE WI ENE enema erent ym NE cay eee mee 125 607,200.00) 24,535 24.74 45.33 
ON IKSY 210 Votan he ca at iy ag Se ied 470 691,800.00 146,020 4.73 97 
IMISIVELEESH | (2 cies retteie. tae hie ue oomeneee tees 276 489,200.00 76,020 6.43 12.52 
BU Grin oon hig WARY ae fern RTT ca Rams AiR GRO as 144 1,004,600.00 23,148 43.39 Tooke 
ONU ING aly aed oes Was Bry cise iA ype iat, ae ae oe 87| 628,400.00 11,897 52.82 102.29 
MEO OMY, tena sien cae medals esa keene ae vanes 34 257,600.00 DB, Lio 50.27 93.43 
ISD MAME COM b craheuc the te iene eee S 209 435,600.00 74,685 5.83 10.07 
TP ETAL uate ho aie Curette ent kale San paral eee rie 836 1,287,900.00 259,122 4.97 8.19 
PROTEST SE WE foreletns Serer aie Bains, Uaeaa nen 73 295,500.00 20,253 14.59 Zoro 
RODERESE OA ais aan cc eee 156 682,000.00} 25,783 26.45 51.89 
San DOP Mute mechan urckees Rucusaece 130 831,300.00 23,007 36ers 64.02 
Sa MOmMe oa. Seems oe vllnaeg cone 5. ee 2 2,400.00 320 7.50 8.26 
SUG Stk Peed ha ee tetova’ encase ees 281 1,810,300.00| 59,921 30.21 55,02 
Steamle yagi ak oeecaeie Wi see ta ee ae ears 286 485,600.00} 85,387 5.68 11.40 
ROD AIT pes eee eae tes cae RINE ee aa 188 773,400.00 57,920 13.35 23.79 
NOT, cae tana ee eae Natit eo Eee aay. ieee op RPS 42 107,500.00 10,462 10.27 14.06 
SISTA Oise. Botea tate wet ee wee ances rel ait een ae 609 1,970,900.00 123,295 15.98 25.81 
EMU Te NO: cnet) & tote raat se ale eta alee ws MPs 39 252,400.00 4,304 58.64 106.33 
WT Ona Gs eee hse et Men dees aoe 44 321,300.00 4,942 65.01 108.57 
IV ASOT ay eres eet cinta tekst aired rosea ee aie a 57 278,300.00 Lab ON: 15.90 24.38 
Wi San 1S BOAT. cts ee tare tees vs oc eee 5 13,300.00 Oar 6.22 TAT 
AYUAt WAGE Nl one INO oan aR uns Race ea co Negra meee 46 126,500.00 19,555 6.46 10.66 
VAT T OTN sh aoe ne cligee tie Pav HEA oot one anes 56 435,400.00 8,296 52.48 103.41 
Zi VEMVA GIA E Han tenets esaara see dabeeckausr ot aaneaaes 387 574,600.00 104,299 eal 8.59 
| saat a fh! 
ADC REANY Ot NOS Aart aha SS Siero Wits) Bele Lidia BR eae 2,930,308 $14.80] $ 37.74 


Loans west of Missouri River 


Wire| -aPip ele w die ise ve ‘ee 


6,003 amounting to $13,428,050.00 


LOans\ Cast. OL Missouri Riverina sean oe Gem we 5,219 amounting to $29,954,600.00 
PG ATES Wiha yee nee ui uamen \ ss) Atala Praca tens croup ar ae $43,382,650.00 
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REPORT OF RURAL CREDIT BOARD 


In accordance with the provisions of the Rural Credit Act it would 
seem appropriate at this time that a review of the business of the Rural 
Credit Board be given covering the period from its organization in 1917 
up to this time and more particularly setting forth many obstacles which it 
has encountered during its existence, and the means and manner in which 
we have tried to meet the conditions. With this in view, we will try and 
give a complete history of the department from its conception to the date 
on which this report is to close. 


The development of the Rural Credit Department during the seven 
years it has been in operation is a source of the utmost gratification to the 
founders of the System in this State and to the officers of the Department, 
who have co-operated with them in the enactment of the legislation and 
the placing of it in practical operation and the adaptation of the System 
to the needs of the worthy farmers engaging in safe enterprises. The 
System is designed especially to promote home-building and home-owning, 
by giving aid in the purchase of land, live stock and farm machinery, and 
in the payment of existing mortgages on the land and other legitimate 
debts. By doing this, we know that the wealth of the State as a whole 
will be increased. 


It appeared that the State ought to use its credit to help the people of 
the State; that the function of the government is not only to protect the 
lives and property of the citizens and to protect them in the pursuit of 
happiness, but it ought to serve the people in that pursuit and help them 
in their attempts toward greater comfort and prosperity. 


If it is true, as we believe it is, that the stability of a country depends 
on the percentage of property owners, or, rather home owners, and that 
the man with a comfortable home and in easy circumstances is usually a 
good citizen, then, how can the state be better served than for its govern- 
ment to decrease the number of farm tenants and increase the number of 
farmers who own the land they till? It seemed unfair, when the State was 
borrowing money at four and five per cent and less that the farmers had 
to pay twice as much and often as high as twelve per cent. 


In a state so exclusively agricultural as this, whatever will foster, 
encourage, develop and improve farm property, will tend, also, toward the 
general good and general welfare of the entire people of this State whether 
city or otherwise. 


Agriculture is the main industry of South Dakota, and like every other 
new state, it has been hindered greatly in its development by lack of 
sufficient capital. 


Before there was any serious thought of the Federal Loan. System 
being established, South Dakota decided to take a step forward by going 
into the Farm Loan business. 


Back in 1910, agitation of the subject in this country became quite 
general. The American and United States Commissions were sent to study 
the credit system in European countries in 1918. 

The possibilities of the Rural Credit System of the State of South 
Dakota are so great that if taken up by other states of the union, it would 
soon be a System which would exceed in its usefulness any of the much 
lauded co-operative system of Hurope and even our Federal Farm Loan 
System. 

Russia has The Peasant Land Mortgage Bank, which was established 
by the Government in 1882. Hungary has The Hungarian Land Mortgage 
Institute, which was established in 1863. Austria has the Galacian Realty 
Credit Society, which was founded in 1889. The Prussians had the Lands- 
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chaft Bank, which was in operation in 1767, and was probably the earliest ~— 
institution of its kind. 

France has its Rural Credit System, and nen the Bank of France, 
assists the Agricultural Rural Credit Banks by rediscounting. While Eng- 
land has a few rural credit and agricultural systems in operation, two of 
her colonies, Australia and Canada have very successful systems in opera- 
tion. In 1846 Frederick William Raiffeisen established at Flammersfeld, 
Germany, the first Raiffeisen Rural Bank, which was organized with a 
capital of $1500 and with this small beginning, the Raiffeisen System of 
Rural Credits spread over Europe and at one time had 17,000 societies in 
Germany alone, with 8,000 in Austria, 2,000 in Italy and 2,000 in Belgium. 

The Rural Credit Law of South Dakota is a model of- simplicity. It 
includes the important features of the cumbersome European systems, and 
those of our Federal System as well, but these have been sifted out, simpli- 
fied and completely Americanized. 

No local farm associations are required as in the Federal Farm Loan 
plan, and no guarantee of payment is demanded except first mortgage on 
the land. By eliminating this feature and loaning to the individual farmer 
direct, the South Dakota System is a long step in advance of all others 
based on the Farm Association plan. 

The State borrows the money which it lends to farmers, borrows it 
outside of the State, from men who will lend their money to a State 
cheaper than they will to an individual. The State issues its bonds for 
the money, takes the mortgage from the farmers and collects from the 
farmers, as interest and principal become due, and pays the bondholders, as 
the obligations mature. 

There are four safeguards in the law against excessive or improper 
loans. First: No loan can exceed $10,000; Second: Loans are made only 
to men engaged in agricultural or stock-raising pursuits, or the develop- 
ment of same; Third: No loan can be made for more than seventy percent 
of the appraised value of the land; Fourth: No loan can be made for a 
larger amount than the average assessed valuation of the property for the 
three previous years. The wisdom of the above safeguards has been mani- 
fested to the Board on hundreds of occasions since the System has been in 
operation and they should not be altered or broadened in any way during 
the present conditions. 


This System was organized for the purpose of giving to the farmers 
cheap money on long time and to aid in the settling up of the State by in- 
ducing immigration; also, to help improve conditions of the present resi- 
dents. 


The method of repaying a loan is known as the amortization plan. The 
word ‘“‘amortization’’ comes to us from the European system. The first 
letter ‘‘A’’ apparently means ‘‘to’’ and the remaining part of the word 
comes from ‘‘mort,’’ meaning death. Then applied literally, it means 
killing the debt, and this is accomplished at the end of thirty years, a small 
payment being made annually, in addition to the interest, which is exactly 
enough to pay up the loan in that length of time. 


The business of the State Farm Loan plan is managed by a Rural 
Credit Board, which is given authority, as to the method of handling the 
business. The Board consists of five members, of which the Governor is 
Chairman. The other four members are appointed by the Governor for 
terms of six years each. Of great importance is the fact that all members 
of the Board are in hearty accord with the plan and purpose of the law and 
have tried in every way and have succeeded in getting the results hoped 
for. 

The first step necessary was an amendment to the State Constitution. 
Under the Constitution the State could never incur an indebtedness of 
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more than $100,000 and must never lend its credit to any individual, firm 
or corporation. By an Act of the Legislature of 1915, a joint resolution 
was submitted to the voters of the State, proposing to amend Section 1 of 
Article 13 of our State Constitution to read as follows: 


Neither the state nor any county, township or municipality shall 
loan or give its credit or make any donation to, or in aid of any in- 
dividual, association or corporation, except for the necessary support 
of the poor, nor subscribe to or become the owner of the capital stock 
of any association or corporation, nor pay or become responsible for 
the debt or liability of any individual, association or corporation, pro- 
vided, that the state may assume or pay such debt or liability when 
incurred in time of war for the defense of the state; provided, further 
that the state or any county or two or more counties jointly may 
establish and maintain a system of rural credits and thereby loan 
money and extend credit to the people of this state upon real estate 
security in such manner and upon such terms and conditions as may 
be prescribed by general law. Nor shall the state engage in any work 
of internal improvement. 


The above amendment was submitted to a vote of the people at the 
general election in November, 1916, and was adopted by a substantial 
majority, there being 57,569 votes for the amendment and 41.957 against 
it. 

When the amendment to the State Constitution was obtained it enabled 
the Rural Credit plan to be enacted into a law and put in operation, but 
before this could be done, the necessary enactment by the Legislature, 
carrying the plan into effect, had to be carried out. This was done by the 
Legislature of 1917 by the adoption of the House Bill 414 (Chapter 333 of 
Session Laws) which provided for the establishment and maintenance by 
the State of South Dakota of a System of Rural Credits and provided for 
the loaning of money by the State upon real estate within the State; 
authorized the State to borrow money on its warrants and bonds secured 
by the good faith and credit of the State for the purpose of maintaining this 
System of Rural Credits; created the South Dakota Rural Credit Board for 
the management thereof; defined the powers of such Board and its officers; 
and provided for an appropriation of Two Hundred Thousand Dollars pay- 
able on the order of said Board, to be used in establishing and maintaining 
the System. 


The Governor of South Dakota asked for and obtained from the 
Judges of the Supreme Court an opinion as to the constitutionality.of the 
Rural Credit Law, and the legality of bonds issued under its provisions. 
Later, an action was brought to restrain the Board from issuing its bonds. 
In both instances the Court gave its opinion that the Act was valid and 
that bonds issued and sold under the provisions of the Law would be valid 
and binding obligations of the State. 


In conformity with the Law, the Governor appointed the members of 
the Board, which met and organized on June 28, 1917. The first loan was 
not made until October 20, 1917, the delay having been caused by the 
legal proceedings necessary to establish the constitutionality of the Act. 


The Supreme Court said, in declaring the Farm Loan Plan constitu- 
tional: “It develops the Agriculture of the State. When you do that, you 
help every one, because all prosperity rests on agriculture.”’ 


Since the Board started loaning operations in 1917, the average loan 
per acre in the various counties has varied but little in the seven years 
that the Act has been in force. In other words, the loan value of lands 
established by the Board in 1917 and 1918 has been adhered to throughout 
the period of high values and up to the present time. It cannot be em- 
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phasized too strongly that if loans are not considered and made on a 
reasonable conservative basis, disastrous results will follow. 


The following table shows the average per acre loaned during the ten 
different periods and speaks for itself: 


3831 loans to September 15, 1919, average per acre ... $16.08 
4826 loans to January 16, 1920, average per acre...... 16.28 
6161 loans to June 30, 1920, average per acre ......... 16.21 
7168 loans to December 31, 1920, average per acre ...... 15.60 
8427 loans :-to July 1, 1921, average per acre o.-; 2.4 15.55 
8582 loans to January 1, 1922, average per acre ...... “15.48 
9575 loans to July 1, 1922, average per acre °...... 2.202 LOS. 
10322 loans to January 1, 1923, average per acre ........ Leckt 
11222 loans to July 1, 1923, average per: acré <2. .s5eeee 14.80 
11693 loans to July 1, 1924, average per acre ......:3.. 14.71 


In another table will be found a complete list of the number of loans. 
made in the various counties, the amount loaned, the average loan per 
acre and the 1924 assessed value of lands. From this table, one, who is 
at all familiar with the land and values in his county, can judge if the 
Rural Credit loans have been placed on a conservative basis. 


The following paragraph is taken from the last annual report of the 
Board: 

“Ror the consideration of the Legislature, the Board would recom- 
mend that all future loans made by the Board should be restricted to — 
actual residents of the land offered for security; or, in an integral 
part of their farm, or ranch holdings. In the past, the Board has 
approved loans in some instances on lands that were occupied, im- 
proved and producing, but when title owner was not actually residing 
on the land. In view of the great number of applications that are 
submitted to the Board, and the knowledge that it is impossible to 
handle all the mortgage indebtedness of the State, prompts the Board 
to make this recommendation. In confining loans to actual resident 
farm owners, still leaves a wide fiield for operation, and the great 
benefits that farmers derive from the state loan system, can be con- 
tinued over a long period of years.’’ 


A bill covering this recommendation was introduced in the 1923 Ses- 
sion of the Legislature, and passed the Senate, but failed of passage in the 
House of Representatives during the confusion of measures in the final 
days of the session. Since then, the Board has adopted, by resolution, the 
purpose of this recommendation, and loans are not considered now ee 
come under these restrictions. 


Section No. 10164 of the Rural Credit Law does not joa the Board 
to establish and collect any filing, or examination fee in connection with 
the Rural Credit applications. It is the opinion of the Board that a rea- 
sonable fee should be permitted to overcome, in part, at least, the expense 
incurred in handling applications, papers and expense of examination of 
lands. Of the number of applications received, about forty per cent are 
never closed as loans, and there has been an average expense of, at least, 
fifteen dollars for each application filed and inspected, and it would be 
no more than just that this expense be distributed to cover all loan applica- 
tions submitted rather than to be a general expense charge, which must 
be met by applicants, who complete their loans. 


At the close of the fiscal year, the Board had funds deposited in 169 
different banks in the state. The rate of interest paid on active checking 
accounts has been 314%, on inactive checking accounts 5% and on Certi- 
ficates of deposits 5%. The Law requires a surety bond on all deposits 
placed in National Banks. In State Banks, the Law does not require bonds, 
as the deposits are protected by the State Guarantee Fund. 
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The question has been asked if the Board considered it advisable to 
increase the ten thousand dollar limit on loans, as now restricted by law. 
The Board is united in the opinion that the limit should not be increased. 


There was some discussion during the last session of the Legislature 
and in the press relative to a limit being fixed by the Legislature on the 
amount of Rural Credit Bonds that should be issued. The several issues 
made in the past seven years now amount $47,500,000.00. It has always 
been the opinion of the Board that bond issues should never exceed $60,- 
000,000.00, but has not deemed it advisable to abitrarily fix the limit until 
the agricultural condition of the country has shown further improvement. 


The problem that confronts the Rural Credit Board is the same that 
confronts all agencies that loan money on farm securities. The adverse 
conditions that have prevailed in all agricultural and stock raising sections 
of the country are so well known that discussion does not seem necessary. 
The problem of prompt. interest payments is the only one that has caused 
the Rural Credit Board any anxiety, but the marked improvement in inter- 
est payments in 1923 over 1921 and 1922 has been encouraging and the 
Board feels that with one or two good crops and reasonable returns, this 
problem will be fully overcome. The net earnings of the Board will aver- 
age $100,000.00, annually, and this surplus will create a fund far beyond 
any loss that will be sustained in lands taken over by foreclosure. 


In the matter of collections of interest, the Board has pursued a 
policy that took into consideration the agricultural interests of the state 
as a whole and that of each delinquent borrower. Realizing that there 
would be practically no delinquencies if agricultural and banking interests 
were on a normal basis, the Board has not considered that a ruthless policy 
of foreclosure was justified. On the other hand, personal examination of 
the affairs of each delinquent borrower is made and reports filed by Mem- 
bers of the Board and Field Men, and only in cases where the outcome was 
considered hopeless, or doubtful, have foreclosure proceedings been in- 
stituted. 


Up to the present time, three hundred forty seven loans have been 
foreclosed, but of these, thirty one have either been redeemed or re- 
instated, and indieations are that in most cases some settlement will be 
made by subsequent lien holders, before the expiration of the year of 
redemption. The Board does not anticipate that any permanent loss will 
result to the State in any of the cases foreclosed. We find, that in most 
cases, it is not the original mortgage that has caused the loan to become 
delinquent, but subsequent mortgages have been given to such an extent 
that the burden of debt has become so large that financial recovery is made 
impossible. 


The annual interest on the bonds issued amounts to $2,458,062.50 and 
payments come due in every month of the year. These payments have to 
be met on the day they are due, or the whole credit of the state would be 
lost, and no bonds of any character could be sold in the markets of the 
country. A certain reserve is absolutely necessary to administer the law 
successfully. This would not be as large as the Board deems advisable at 
this time, were it not for the fact that conditions in all parts of the state 
are such that many, who have State Rural Credit loans have not been able 
to meet their interest payments, when due. 


There are some, who are not friendly to the Rural Credit System, 
and who have criticized the Board for holding any reserve, and make the 
unwarranted charge that the Board is loaning money to the banks of the 
state, and that this reserve should be placed in farm loans. It is true that 
this reserve is deposited in the banks of the state and is all drawing in- 
terest, and indirectly is of benefit to the banks and the communities, 
which they serve, but the real purpose of this reserve and deposits is to 


8 (ee ANNUAL REPORT OF RURAL CREDIT BOARD 


make sure that interest payments on bonds, when due, can be promptly 
met. Any other course would endanger the credit of the state and make it 
impossible for the Board to dispose of any future bond issues. 


The legislature appropriated $300,000.00 to enable the act to be put 
into effect, and of this amount, $60,000.00 has been drawn by the Board 
and the balance of $240,000.00 remains in the state treasury, and the in- 
terest of the same goes to the state, and not to the Rural Credit Board. 
If this $60,000.00 were returned to the state treasury, which it could be, 
not one cent of the general tax payer’s money would be involved in the 
operations of the Rural Credit Act. 


RURAL CREDIT LOANS CLOSED BY MONTHS FROM JULY ist, 19238 
TO JUNE 30th, 1924 


Am’t. of 

Month Year Number Loans. Closed 
PLA UD & me weraemees Corrie ery Me Mere aigaees ont ee Rott ae Urn 1923 11 $ 59,300.00 
CANTER ce: Gee ar oe Cae eee a aene aes 1923 10 53,300.00 
SSpPPeurrer 4c cee State G0. ce ee L923 16 82,100.09 
ORUG DEK Gio. sss. orale Min wsteeoa Foe 1923 22 101,800.00 
NOVemper ee ee wee Go ne 1923 23 96,100.00 
DECOM OL sie ee es abe ee hts wae eee 1923 ° 4 10,500.00 
PATA BY ie hh a ee ey 1924 3 10,000.00 
PE DIUALY Fees ake ene ce Se ee ee 1924 31 133,500.00 
WATCH ia Sa et erent soca 1924 77 257,100.00 
© oh 1) Gis CRA Ae MOE, ho Se URE gaa ARES She coro RL 1924 115 427,700.00 
IVE EY oe aca Sak Va eee hes «eee eee ae 1924 88 265,400.00 
TRIAS eee ea Rs a gah by. rk Caper eee 1924 fe hy 244,100.00 

QUT AR AS ea aes a EE MednRD -eh eae 471 $1,740,900.00 


We wish to submit the following statement, showing condition of 
business of the Board beginning, October list, 1917, to the close of busi- 
ness, June 30th, 1924. 


We have received since commencing operations on October lst, 1917, 
21,121 applications coming from sixty-six counties and amounting to 
$92,604,076.52. Action has been taken upon these applications as 
follows: 


11,693 Applications have been closed as loans amounting to. $45,119,550.00 
391 Applications have been approved and are waiting 


abstracts for closing, amounting to ............ 1,251,800.00 
491 Applications are on hand for investigation of the 
Hoard .amo UNAING Oe oie BR Res WE aaa ene 1,963,000.09 


8,546 Applications have been cancelled or rejected for 
various reason and the following amount includes 
all reductions made on applications........... is 44,269,726.52 


21,121 $92,604,076.52 


Face of loans at time of closing upon which payments have been made 
amounting to $4,240,866.60. Statement in back of report shows the pay- 
ments deducted. 
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To meet this demand for loans and to be able to close same, we have 
issued Rural Credit Bonds amounting to— 


Sareea Ons: Ine@leGs Sent. CS Phat cits ete ne eses ween $ 500,000.00 
Series B Bonds) issued) Dec. 1st,-1L917 2... eect tees 500,000.00 
Series. Ce bonds. issued Jan Lbth? LOPS to. ok ws ee es 500,000.00 
Beriogs Le DONS, assed. e bs wl bibl, LOLS... che ieee epetece be 8 500,000.00 
Bares t Onde aassued. March ist, LOLS ov cr oe ie oe ss 500,000.00 
POPES ATI LOLI TL OLS, cae ss wregeke wanna ecleeceye sta eels’ 675,000.00 
Series. Gs bonds, issued April Lbth, 1918s... ee ve eee es 1,750,000.00 
mevienen GOUGs, Issucd. Way Loti, LOLS, Mie eee ee 1,500,000.00 
RaArieee ns sOndE, te60ed fam Leto 1919 ee oe ete es 4,000,000.00 
meron eresbondsg issued, wiarch- Loth, 19Re is. 6 iit ee ee 3,000,000.00 
Perlis oe mOnOG 1issuGded Ue LR TONG. eke rete tices ee ce 4,000,000.00 
Penman nondc issued, Oct-cl sty LOL... eecc sears ee ee 3,575,000.00 
Seripseeironas. issucd Jalal bth, 192.00 oo. «wane susie 0 ee +s 5,000,000.00 
Somes tiesonds: sued (May kat; LSDO se ise 6 lec ccc cete hare os 1,000,000.00 
Sesion bonds, assued July—ist, EOZ0e ek lhe oat ecere 2,000,000.00 
Ser ineene DOnGS . issued Oct. Est, LE20 i.e 3 ec crates seein s os 2,500,000.00 
Series A-1921 Bonds, issued Jan. 15th, 1921 ©............ 2,500,000.00 
Serton-h-1921 Bonds, issued Jan. [sth 1921......... 20. 2,500,000.00 
meriesec-10. 1. bonds, issued Dec. ist; L921) sn ek ee re 5,000,000.00 
Gariess1)-1922 Bonds, issied Nov. 15th; 1922... 2.225. oo ee 3,000,000.00 
Series E-1924 Bonds, issued January 15th, 1924 .......... 2,600,000.00 
Series F-1924 Bonds, issued January 15th, 1924 .......... 400,000.00 


$47,500,000.00 
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CONDENSED STATEMENT 


Of the Condition of the Rural Credit Board at the Close of Business, 
June 380th, 1924 


RESOURCES 
PemeeOT tea ee 10a ns. 1s OTCOs, os cs cs ale ee kle souls cee peal $40,878,683.40 
Accrued Interest on Mortgage Loans ..........c0c2ceeees 3,725,209.37 
OD ae: TUE Wi fe cece aS ee Ao a a Ra le a at Oe Beige ge ee eee 3,951,035.06 
Due from State Treasurer, Balance Appropriation ........ 240,000.00 
Be SECO ELSON US 5 OLCES & sated sca do keces. «0 alfe Sle 0 ane et eléce) lance 475,714.75 
ee ar tL Pee Ts CE UEE OS ory oe Sic ke: sins, 0S ep eaGPe) ak ooo De wel eae alel Oe 21,663.16 
$49,292,305.74 

LIABILITIES 
CEs Celpel ay Osh 9 fe g9 1 Feet 2 MRR aii tls Ser gs See ea a erg ere eer re ye $47,500,000.09 
Pieeriedsnverest Ol Bonds Not GuU6 08 vie since. dow ale as Seis 745,350.44 
SE eITRIET IDS PEND CLA LLOL ore a eels eee 2 a eee ein, aioe fa sarge ee e ere 300,000.00 
Poteiase et eyMents On Installments 2s. nis cele ee ba wee els 244,052.83 
Ct SLANE foe, ss ate fh giata wid wnesse see eee evar sf 502,902.47 


$49,292,305.74 
*To be amortized in ten years out of correspondingly increased interest 
rates accruing on mortage loans. 


INTEREST STATEMENT 
July ist, 1917 to June 30th, 1924 


Interest Received: 


direrest “Received. one Farm LOADS «os sae ee egies oe oes See se W's $ 6,363,834.37 
Interest Harned on Current Loans not yet due and past due 3,725,209.37 
Interest Received on Average Daily Balance .............. 580,920.88 
Interest Received on Delinquent Installments ............ 124,958.21 
Interest Received as Accrued Interest on Bonds .......... 172,264.25 


$10,967,187.08 

Interest Paid: : 
PCCrent we Aid ON DOME foi oi ei claceee oi ee tees RS a aera pr a et $ 9,471,750.00 
Interest Accrued on Bonds, but not due .............6.. 745,350.44 


; $10,217,100.44 
Excess of Interest Received and Accrued over paid out and 
Sl Chae nerdy white th oe. ae ay co eden ad a; oa af Asal oar ato bel he oan $ 750,087.64 
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$17,382,495.52 Drawing interest at 5%..%. 
12,372,542.67 drawing interest at 6% 
11,123,645.21 drawing interest at 77, 

Cash in Banks earning from 34% 
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STATEMENT OF EARNING ABILITY 


Based on the Business of Rural Credit Board as it Appears on 
June 30th, 1924 


INCOME 


Mortgage Loans: 


Ub oa ose e 


SUG are 


at 


Rate 


454 % 
454 % 
4° % 
434% 
454% 
454% 
5 Yo 
5 % 
44 
5% 
5% 
5% 
5% 
6% 


% 


Annual Harnings 


-$ 956,037.25 


742,352.56 
778,655.16 


to 5%, as follows: 


27,566.76 


28,856.28 
11,558.33 


2,056.35 


. °95,030.81 


$2,642,113.44 


Annual Interest 


$ 


23,750.00 
23,750.00 
23,750.00 
23,750.00 
23,750.00 
32,062.50 
87,500.00 
75,000.00 
190,000.00 
150,000.00 
200,000.00 
178,750.00 
250,000.00 
60,000.00 
110,000.00 
150,000.00 
150,000.00 
137,500.00 
275,000.00 
142,500.00 
130,000.00 


$ 551,333.90 Certificates of Deposit at 5% §¢ 
577,125.61 Guaranty Fund Certificates and 
Deposits in Closed Banks, at 5% 
231,166.59 Inactive Accounts, 
58,752.83 Partial Payment Account, 
FG a ine seta Bia ele RR 
2,715,166.08 Open Accounts, 
Gross Annual Harning Ability. 
OUT-GO 
Bonds Outstanding and Annual Interest Charge: 
Series Date Issued Amount 
A Sept. 1, 1917 500,000.00 
B Sept.15, 1917 500,000.00 
C Jan. 15, 1918 500,000.00 
D Feb. 15, 1918 500,000.00 
E Mar. 1, 1918 500,000.00 
F Apr. 15, 1918 675,000.00 
G Apr. 15, 1918 1,750,000.00 
H May 15, 1918 1,500,000.00 
A | Jan. 1, 1919 4,000,000.00 
K Mar. 15, 1919 3,000,000.00 
L June 1, 1919 4,000,000.00 
M Otte 122 1979 3,575,000.00 
N Jan. 15, 1920 5,000,000.00 
O May 1, 1920 1,000,000.00 
R July 1 33920 2,000,000.00 
S Qe 15920 2,500,000.00 
A-1921 Jan. 15,1921 2,500,000.00 
B—-1921 Jan. 15, 1921 2,500,000.00 
C-—-1921 Dec. 1, 1921 5,000,000.00 
D-1922 Nov. 15,1922 | 3,000,000.00 
EH-1924 Jan. 15, 1924 2,600,000.00 
F—1924 Jan. 15, 1924 400,000.00 


Total Amount of Bonds 


Issued 


oeee ee eo oe we 


$47,500,000.00 
Total Annual Interest Charge 


oe e © © © © 


Actual Expense of Conducting Business of 
Board for Fiscal Year Ending June 30, 


1924 


oeeeeeeewreereeeereeee eee ewe eee we ow 


056 (6) 0 86.0 Oe 8 6 Lee Ve Ole 0,66) 48-6 8:16 Je) 


21,000.00 


$2,458,062.50 


71,286.86 


2,529,349.36 
$112,764.08 
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ANNUAL REPORT OF THE RURAL CREDIT BOARD 


Pierre, South Dakota 
Statement of Conditions at the Close of Business on June 30th, 1923. 


RESOURCES 

eee MNla Men PERE TPES CrP ETT OUI TNE a, ai pace eae, wh eind 6 @ ateca ura coe's east te tureya $40,431,385.45 
meer AI OM TlON OS. er liso 0'0e ola se tetencasieeen ait a nee ote es y Tehama Ga) OL AAD 
Pemacrsman id eis niOvVees Salaries. oc... che ec die oe wh ccule ‘ona, wie solmene 186,488.66 
See EL a) OLS Seas tee etc ny es el! ee eee des gerald weinine hate “ABE 11,921.40 
Pee emits AD IICOW TUX PIONSE ccs a, scccdhs suede pee as ae 8 ante OED 19,588.50 
Expense in Examination of Land ..... RARER ER ie ea Sen aan eae 43,931.57 
Pare eee ea Th 2 TURK GIIT OS. casi tas o, oddced ogo seiss andie ven. sue lheiene io soce e's 19,032.74 
Ree eer S Oe PICU SO ers. o's. otek ‘5, a ao Ge olisllwne: susae abet pl 2.8 eaaear 45,337.78 
Ree EPEC ARMED TRTEC YOM ec cone ce ky bs sary aay oom, x KER Pree «0p deve bukon 1,884,675.71 
pinto rensurens, Balance. APProOpriation . 22... osc alee eee 240,000.00 
Pets EASIEST oe ELOIL (LSS ayn sakes ais ctabkearsic ten & 6 huejahs.0 9: shed Leet gas: ¢ 530,714.75 

ae Re ee ee Sc Sears POOR TER oh i ee. Sip S Seen hope ate $50,577,764.06 

LIABILITIES 

Bieter DOTODriatiOMe: cares -ace «0 soe Fees oPark sleectit SOR Seca 3 $ 300,000.00 
muraiecredit- Fonds, Outstandin es a.com eels veils ao ayetela w Rasta 44,500,000.00 
Accrued Interest Received on Bonds at Date of Delivery.... Lb.755 83-75 
Interest Received on Average Daily Balance .............. 502,500.63 
PC Ores ers. COCO] WNL Gan Poem: “LOANS”. og icici oop tle w os Cates -. 4,699,331.59 
Interest Received on Delinquent Installments ............ 66,762.85 
Peeerorn Tt “.OCOmme MO) SION OSs on) s. tele CPS he on che ate ley aoe eles cave 171,070.00 
Interest Received on State Warrants ..... ce dccve veers ewes 6,850.00 
Pariser avinenis Aen Snatallments ~ ... seeds au 6 3 Siew epee one 171,414.98 
DieCeMNAnGOUS —MIeGRl RNOCCIVCO ©. .csielare'e! « » iveie: wi aceae eye bie ere elece 2,250.26 

CLUES, ch Neer ee Me ec a eg ee wt abel ets She ashee ant abe: BAO abelin: oPrnene $50,577,764.06 


Above statement covers the financial operations of Board from July 
Ist, 1917, to June 30th, 1923. 


RURAL CREDIT BOARD 


Pierre, South Dakota 
Statement of Condition at the Close of Business on June 30, 1924. 


RESOURCES 
eee TIMER ACS IL EAN Cs TINO TEC ed. Pens |< ceed ads 0 tP e Pee Soma nasa gate $40,878,683.40 
nem eerste tT Cl Oy er Se 8, oS sc (8 fas esate, at cosh anode. bes. soe ce leeks 9,471,750.00 
Officers and Employees Salaries ........... II lire eRe ey 228,689.88 
te eet LI SOG cleat a ores ele Oc cues Aid ook. .w ins” one Neca ueMpudy e's dye Sl tiue- 0 javs 13,081.90 
Rea ie 110) CPP BTU OTI GOS bina lene «bos ete te ccs ise 60a a woke we 8 kaivoce 22,945.72 
PUAN SOCOM AMINE tiON sO LG cam, 2.6 ciel as ole oe aus bu Bo ake® 60 53,852.78 
Serer Tema le UR LUTCS icc. 3 airs 0.6) 8, ele win! plvdela e Bb. 050 ef ee 21,663: 16 
RR OCORDAIFC CUS ue EXO TVS Crm h Bccsc cae: cosas fay Gus. oder ttn v ces euln se 3 whsoccachetaeee he «ob 114,984.49 
Meee STE LAT eee eee es rie ge bloc abiade nh ok \teae ecco bela 3,951,035.06 
State Treasurer’s Balance Appropriation .....0..ccccce00c 240,000.00 
Re TTI T ICM ES CT OOS eet SG el ak ccaiecen acai n PLY ha Be Ss ale bee 8 ees 475,714.75 


Rey PE veh ees is N abeiel ode jocn ps ciety Codawapeus te S Raberagt cna ee oe ee ee $55,472,401.14 
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LIABILITIES 

State “Appropriation: 5 cs ve oe eae eee ie ee ee $ © 6©=6. 800,000.00 
Rural-Credit- Bonds. Outstanding =. vce ware. OMe eee 47,500,000.00 
Accrued Interest received on Bonds at date of delivery.... 172,264.25 
Interest received on Average Daily Balance .............. 580,920.88 . 
Interest: Received on Farm: Gans sors ee ke le 6,363,834.37 
Interest Received on Delinquent Installments ............ 124,958.21 
Premium :Received on Bonds) soak eens ee eee 171,370.00 
Interest Received'on State: Warrants so Soc eek ns ow ee ee 6,850.00 
Partial: Payments on Installments ots. 42S. 4 eee 244,052.83 
Miscellaneous: Fees: Récerved -o.5 .5cs iw oe ce es ae cae Core 8,150.60 

LOCAL 7 sreerec be er Sos eee is as aw Tce ane ee $55,472,401.14 


Above statement covers the financial operations of Board from July 1, 
1917, to June 30, 1924. 

The following is a brief summary of the business transacted by the 
board during the months ending June 30th, 1924, showing the amounts 
received and expended under each heading according to our records. 


RECEIPTS 
Cash Balance on Hand June 30th, 1923 (includes unex- 
pended balance of appropriation in hands of State 


Treasurer. of $240,000.00)" - 224... SB ae wate ie ee ee ee $2,124,675.71 
*Amount received from sale of Bonds ...... $3,000,000.00 
Amount received from Accrued Interest on ~ 

BORG es aod ae ae ie Se Sea ee Sola ee es 14,680.50 
Amount received as Interest on Average 

Daily. BalanGe = sacs e ates ole ew fie eee 78,420.25 


Amount received as Interest on Farm Loans. 1,664,502.78 
Amount received as Principal on Farm Loans 1,289,602.05 
Amount received as Interest on Delinquent 


insta limentss oe, ies aise remem ea eee 58,195.36 
Amount received as Premium on Bonds .... 300.00 
Amount received as Partial Payments ..... 72,637.85 
Amount received as Miscellaneous Fees .... 5,900.34 
Amortization of Discount on Bonds ........ 55,000.00 
‘ 6,239,239.13 
$8,363,914.84 
DISBURSEMENTS 
Amount of. Warm, loans Closed <c%. 43,4547 Sue $1,7386,900.00 
Amount of Interest Paid on Bonds ........ 2,307,062.50 
AMOUR: .Of SAlAPICS* ois Ge pee nis aes 42,201.22 
Amount: of Legal “xpenses ci 4s ai eee 1,160.50 
Amount of Postage and Supplies ...... Site 3,00 tae 
Amount of Expense in Examination of Land. 9,921.21 
Amount of Expense for Furniture and Fix- 
PUT OR vie he ete ee Fel an Se are Necceta he 2,630.42 


Amount of Miscellaneous Expense (Includes 
Amortization of Discount on Bonds, 
S505 000 0 OSs ceri aS aan tcteaa s pis es Corea eeaS 69,646.71 


$4,172,879.78 
Cash Balance on Hand June 30, 1924 (includes unex- y 
pended Balance of appropriation in hands of State 

Treasurer of $240,000.00)" 3 2 eee ee ee ee 4,191,035.06 


$8,363,914.84 
*RKace amount of Bonds, actual cash received was plus premium. 
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DISTRIBUTION BY COUNTIES OF LOANS MADE BY THE 
SOUTH DAKOTA RURAL CREDIT BOARD 
From July 1, 1917 to July 1, 1924 


~~ 
bs eee Bmpr aot Be 
~ Sed oom 
Sree ee) So salt e 
= © 
COUNTY ane Hey hs oa bos & mo om 
On? Boo HELSS | Soo Smog 
Es! Ogad Oo oSa | Sa0g gos 

O8G On eh Cae mt oe tenes 
Ze so WEL o | 25 dae SS dg>e 
EIBLEOR Aol. Pec eee oss 4 $ 6,600.00 1,368| $ 4.82) $ 9.18 
PPE ICO Pick eecte ats eteieiareread ae Ole e 6 os 101 629,700.00 20,912 Sie 58.35 
ES Oh Cet iene RS bce hie cheval tare coe wie Sale 1,966,100.00 62,245 31.58 52.40 
SES Caan Lilanaitas steeds otras is, che eras tomes 52 134,100.00 18,664 7.18 9201 
ESOT EE EE OVINE CO, cvs taicapeid) ¢ Sara hoe ots 53 398,400.00 7,455 53.44 86.09 
PESO O VIER S Siac fev ene wcret oes ey wae eewes ate 238 1,767,600.00 38,026 46.48 71.14 
MEAT OW Vall Maren eligee Soe kciow ole Sika a eh tae: cceiinmel chee 180 976,700.00 37,938 25.74 47.02 
CBRE YE oe <3 SS ih a rr a eae 215 1,320,100.00 54,366 24.28 38.46 
JESS ERE ewe) ig A ale ee ae me ae Pe 89 449,400.00 28,544 15.74| Dea 
LRG CESS, > ey Sa oe Sa i ee in: 304,400.00 25,466 als OS ine 8.26 
MOLEC OPE ne ome, cc rete ea aire hee e 3 bal by 453,300.00 35,245 12.86 22.58 
CE UGS IVE Leben ge art Siel'vie «sare Oa lev 133 818,600.00 25,000 32.74 50.55 
COMI TORS “oS Se AS a se a ea eR ey 727,400.00 23,516 30.93 50.40 
MOUSSA. oe SS eh aE aie es Cee se ae 39 304,200.00 4,693 64.81 104.75 
PO OCLTEVESEO Micgumats cakes cr sytloos ooelecs tenets Are 39 245,400.00 lato Bron eos 52.99 
RO TSS Ol eameats, crc ie i etentc, soa oe uaceocccre lene 268 478,400.00 73,599 6.50 8.93 
GUSTO SIE ois eterce od 6 lave akon See 56 125,600.00 24,783 5.06 PSSA 
He) ARVaU SO These ekttavlenc! hate aretouees 6 ble te fo 45 319,700.00 6,675 47.89 76.53 
EV AVae tela eat acsioieians satus peers bane 189 970,300.00 36,208 26.79 44.28 
UB YE Ties le a aN ao Ae cameramen Oe eas ga a 47 272,200.00 7,548 36.06 54.25 
JDRES PE ie" ete Bier ys Sar gene cert ee ae AB 7 400,500.00 52,054 7.69 8272 
DOU Pees Severe civ as oceans enete, 6 Ree 6 46,000.00 ioe.) 34.90 59.36 
Per CLA MAE LLC) Sh tee cha calon se cen te So Oe even ice 168 714,500.00 46,022 15.52 PASAT Ie? 
arte ECL Olt tare wicks caeos sis er ep So 91 188,200.00 34,339 5.47 8.68 
LEME DME DSS. sk aan a ea ee 175 749,200.00 41,402 18.09 29.98 
GRRE NITY WO. > 2 oe RRR SEIN seer a | 61 387,500.00 12,538 30,90 5d. 72 
PSE) EV ene astern ote ae eee a aoa se | 318 1,656,000.00 70,326 23.54 of aD 
UU COM cee oi ua lea obs eettee a: ¢ fevetegaesnele.s 505 1,003,400.00 183,566 5.46 12.39 
LS LZ a atl hi Wa eee eS Ra eee te ge 23 138,600.00 4,161 33.30 56.80 
SEtist ty Clee cht nec cael o,olny ale isdets Sica eter est 483 2,473,500.00 120,768 20.48 34.16 
EE UNIO Niteae sere tote atte ro ale, akaecel Ties 49 389,100.00 8,280 46.99 77.68 
EAT ALITY Sere aris eens Oe. ne ot ahengceral heels 383 595,600.00 143,683 4.14 6.26 
ayes Mic coca ie aie gs tise rch abeies sae ace 191 723,700.00 57,816 12.51 20.08 
a ey eG oh alc ON & aa ere mien ee oy an ie aoe 28 218,500.00 4,730 46.19 84.43 
HEE y Ch pins Petite, cepa re: cele etaxcm oat et tinue: ate = 162 708,800.00 49,640 14.26 23.39 
UCTS SOME eis c,h aces tome beret ae al 264 513,050.00 13,009 6.97 EOv ae 
Aes WE WG CS Rea A Sanna a ea a 246 1,450,500.00 55,455 26.15 47.79 
NO TNE Saame ee oho ara: St ccahinse. hae shade x aus 365 1,019,300.00 130,610 7.80 13.06 
OUINEC SET Vi aret a ellesetetccs etecstboaseeie ie A 170 1,165,600.00 29,818 39.09 67.07 
GER ees eee ry oon biyietehs. a clolec buat oct 67 530,900.00 10,794 49.18 80.82 
Lawrence SR rE Paint abet te Coke he Cees 46 195,700.00 14,552 13.44 16.63 
EU TUCO Tee. chalet ocath skenie plcvauiP eke. conn 54 459,100.00 7,276 63.09 103.07 
eT arNed Views tera oe sc. ate hele She as eis 304 966,600.00 96,071 10.06 14.37 
JWETeX OOM E DeS e AG 2 ES Tae ae et at a 531, 376,000.00 8,644 43.49 84.31 
VGH ITCP NOT Pet a. hie mone er eo anace ae 114 393,100.00 25,324 15.52 21.59 
ENE RS TL ek | lee tae ac sche anetercoatole: cog tenn 129 615,100.00 25,215 24.39 43.29 
VIC Crammer clon hc letetn iors: sitires hareie’ bef srs 494 730,600.00 155,033 eer dah 7.29 
Mellette Sea Se Grae aos cok wc tes tent Whe | 287 539,700.00 83,142 6.49 Usisy Al 
NVI Tet eee. chastise a satace ie ecceim eek 8 cs | 148} 1,024,600.00 23,628 43.36 filer’ 
OV TrtAY CID t ELAR erat cis oer cece sulcre Reimmrere emcee eas 88 633,400.00 12,017 52.70 96.76 
Moody EO Reet inee se Gi eS 33 256,600.00 5,124 50.07 88.61 
Pennington Stig RST ae EER CAPRI Te 221 469,200.00 80,472 5.83 9.74 
OUTS meet UR. Pes oes vahanccat Cie aise ae 2 852 1,319,900.00 263,256 5.01 7.79 
POPU LOTS sid ticte rate haneetag Sica hes dts | 79 313,100.00 21,368 14.46 23.96 
1S26Y OFS gi eke A) Ie aN RR a ge 159 694,500.00 26,216 26.49 47.15 
NSPE GT OF 07 has" dlesageeah en ah be, AEE er eae Rae aaa hey 840,300.00 23,3824 36.02 60.23 
Shannon Phe eer New Mer ores slike, tie otetr atvy 3 3,400.00 484 702 7.63 
SSE a Wh OC all St (Ee er a a | 291 1,866,800.00 61,819 30,19 D222 
SEANVIO Ve erste. ote ks ar coco ne ie | 295 511,500.00 88,618 eT be 10.78 
SSE Ines Mia et eh al oa oda a 201 832,700.00 62,073 pad 22.42 
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DISTRIBUTION BY COUNTIES OF LOANS MADE BY * i 
SOUTH DAKOTA RURAL CREDIT BOARD : 


From July 1, 1917 to July 1, 1924 


(Concluded) 
abe 
p> Pa N Bb, gg 
ne) H = 
‘ g © se Oa | eee 
: as ees oan a ewe 
COUNTY ae “Sow Cons | Wy 
one Booo HEL OS | SO" 
ag Ones Cogan | Be 
639 Hoss Cena 
ZO ESO ZASaa |e 
FINO CGly -vcanitste cote vate scl eee Me ibe.” bes aelaerenen care ns 44 119,500.00 11,223 
BEET TD) cee eis et Oe eee is Soon ee 652| 2,166,200.00 133,924 
SEUNG Tease ica cenaec ei ate ree tenes oaks el enue ee | eee 39 252,400.00 4,304 
TT O MBE e eae aie eeartestueiterenene te eerste 44 321,300.00 ‘x 4.942 
WGA WOR EI nc, :cuece sie hanereceetn Tpke: 63 301,800.00 19,098] 
AVIA STA IEE VOM Woe ei ered ere ope oe eden tenors 5 13,300.00 2,3 
Washabaugh Drain. xd as BERET Ta 47 127,500.00 Lo To 
Pe aime COW Sota rere Pe letetaire aw epee aie DE 438,400.00] . 8,376 
RED AICIT pate rv nee sone Meenisue. eons meres 404 596,600.00 108,051} 5.5 
FTN GDA Mlig 2s he ccaaves hone te oo ener 11,693] $45,119,550.00| 3,065,683] $ 14 


Loans west of Missouri River .............. 5,777 amounting to $1 
Loans east of Missouri River Sere B'S web ola’ ois 0 FO ROO BOLE E LIne nn eee 


POAT |. SORTS aie Oe aN eee ae Oe ee 
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STATE OF SOUTH DAKOTA RURAL CREDIT BOARD 


Honorable Carl Gunderson, Governor, 

Executive Chambers, Pierre, South Dakota, 
Sir: 

In compliance with Sections 6922, 7067, and 10153, Revised Code of 
1919, the Rural Credit Board herewith submits its report covering the period 
beginning June 30, 1924, and ending June 30, 1925. 

South Dakota Rural Credit Board 
By ANDERSON MICHAEL, 


Vice-President. 
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On the date of this report, the Board has foreclosed and taken sheriffs 
deeds to the land under 98 loans, out of the 12,116 loans which have been 
made, covering 32,756 acres out of the 4,009,840 acres held as security. 
The amount of unpaid principal and interest at the time of foreclosure 
amounted to $421,789.50, or $12.88 per acre. The average assessed valu- 
ation at the time these loans were made was $505,267.00, and the appraised 
valuation was $1,094,965.50. Additional interest and miscellaneuous fore- 
closure expense brought the amount up $100,328.01 at the time deeds were 
taken, or $15.95 per acre. 


The anunal interest on the bonds issued amounts to $2,458,062.50 
and payments come due in every month of the year. These payments have 
to be met on the day when they are due, or the whole credit of tha State 
would be lost, and no bonds of any character could be sold in the market 
of the country. 


A certain reserve is absolutely necessary to administer the law success- 
fully. This would not be as large as the board deems advisable at this 
time were it not for the fact that conditions in all parts of the state are 
such that many who have State Rural Credit loans have not been able to 
meet their interest payments when due. 


The real purpose of this reserve is to make sure that interest pay- 
ments on bonds when due can be promptly met. Any other course would 
endanger the credit of the state and make it impossible for the board to 
dispose of any future bond issues. 


On February 10, 1925, the Supreme Court of South Dakota rendered 
its decision on the two consolidated cases in reference to the payment of 
taxes on lands covered by Rural Credit mortgages, the first one on original 
proceedings in mandamus and the second one an appeal from the Circuit 
Court of Hughes county. 


The first is known as No. 5828—-Hughes County, and Harrold Inde- 
pendent Consolidated School District No. 3, Plaintiffs; vs. C. M. Henry et al, 
South Dakota Rural Credit oBard, Defendants. The second is known as 
No. 5843——Appeal from the Circuit Court of Hughes County; Hughes County 
and Harrold Independent Consolidated School District No. 3, Plaintiffs and 
Appellants; vs. The State of South Dakota et al, Defendants, Respondents. 


The decision rendered by the Supreme Court was in favor of the Plain- 
tiffs, stating: ‘‘That the conflict is plainly between the state in its general 
sovereign taxing power and a mortgage made by a minor sub-division of the 
same state, and it seems clear that the power and lien created by the state 
must be greater than that created by said sub-division.”’ 


We thing the duty of the board to pay taxes, permission being given, 
may safely rest upon the broad ground of the right of self-preservation of 
the state and of its governmental sub-divisions, the county, township and 
school districts. Without the collection of revenue, neither the state nor its 
governmental sub-divisions can function. 


It was, therefore, the decision of the Supre Court that the lien of the 
tax was superior to the lien of the Rural Credit mortgage; that the writ of 
mandamus should be granted and that the judgment of the lower court be 
reversed. 
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Acting under the above decision of the Supreme Court and an inter- 
locutory order which covered an agreement of the attorneys in the case as the 
conditions and terms of the payment of the taxes in the various counties, 
the Rural Credit Board ras to date paid taxes in the following counties: 
Hughes County, Stanley County, Sully County, Corson County, Ziebach Coun- 
ty, and Dewey ounty, amounting to $137,929.25, and the payment of the 
taxes in the remaining counties will be taken care of as fast as a settlement 
with the counties can be made. 
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CONDENSED STATEMENT 


Of the Condition of the Rural Credit Board at the Close of Business 
June 30, 1925 


RESOURCES 

ee a ee LAT) 1 MOTEC. yi acs 0 sen POL ee eck ven, LE. 40,470,828.66 
Accrued eee CALITO PCIE Ce ETE ons trees bi wie Sioa Son Ok oo es : Eiise ot 
NEE SEV SE le AE AGT “Sc ge 2,658,169.06 
Due TOI Stale, .reasurer, Balance. Appropriation... ..0...¢2)..<..% 149,126.84 
ee mnTNS RO RCMENIER GR ERENIO CER SSO)UU) Ogee og at PS ales yh eater bee eee a Oe Dime EWotid Pas ORELS 475,714.75 
RRMP MERE Se ATASLIR ERS CAL TUS hie OO ke oP eee, git iw ehy Rly Bes alae dec edn niboe eae whe 27,700.22 
on ey TS SST a Be hag ed oT i gn ee pe Oe 522,117.51 

UINSIEW Loe ssiiticcrl 28 rye MhetSACh fg eh Ol Me REAM, a0 EA wan re ee $ 48,445,943.35 

LIABILITIES ; 

TSVEMERG HS! COVEN DSD ETS MICS BW FE og > ode hE neo Min. lire ber Satelit Rail UNS a Ce a Pe a $ 46,500,000.00 
PeGmeOmEnTeerest On SONGS = NOt. LMC r 1. %, scale % elist othe seein crs bles Slee dic Qe sree 919,324.64 
Centr CODETACLOMs ners sien eke ie tie eo eke eed Oe cia Sane ele dis Cieh a oR arieee 300,000.00 
a ima VIN CIES CON M LNSCALITLON ES is teens Bie oto. a Sica ah oe eeiel elena bree hee ss 205,752.27 
INGE CGREGINEE” (TERME Wa Glee Sh acc SS SA Ty RE I re tebe Ce ire (Ee A i ae a 520,866.44 

AIRS OV EEMI - v Cc eee ESE OSs Cr tiR™ 5) oa COCR SRN ARC RISNE RE REIT PCR Ue Oi k cg ta gn $ 48,445,943.35 


wo be amortized in ten years out of correspondingly increased interest rates 
accruing on mortgage loans. 

The following is a brief summary of the business transacted by the 
board during the months ending June 30, 1925, showing the amounts re- 
ceived and expended under each heading according to our records. 


RECEIPTS 


Cash Balance on Hand June 30, 1924 (includes unexpended Balance 
of Appropriation in Hands of State Treasurer of $240,000.00)... $ 4,191,035.06 
Amount Received as Interest on Average Daily Bal- 


e 
LINC Re Co ee hates OE Lae ihe Sow soa Brat, a sass $ 76,607.26 
Amount Received as Interest on Farm Loans......... 2,141,539.30 
Amount Received as Principal on Farm Loans....... 1,906,254.74 
Amount Received as Interest on Delinquent Install- 
LOT LL Seale eee pete One| ae arate a hs ST Panes ois ere oy lathes he clay sy e-vepie, & 96,741.00 
Amoutn Received as Miscellaneous Fees............ 10,220.58 
AIMEE COChV.CUn aS. A DStrac Ge ACCOUR Usd, seam sce cene os iene 1,081.00 
AMiGunietiecelvied. 429 al 1tie) ACCOUNU™ . cscs. eis che oh ele e's 1,625.00 4,234,068.88 
Gry ee ERR ek oe Sacer etaitetiac he ithe ailavieteaacie ser eset ete ome: oh iol anahhs $ §8,425,103.94 
DISBURSEMENTS 
AMOUIERO be bari slLiOans GLOSEGiei. cigs « cclaeie ae 6 < cleiauele. © $ 1,498,400.00 
Amount On win verest Paid on BOndSe eis cis owe wie sisinters = 2,308,062.50 
ATTEN TATE ROME CU Stab cent retants beers etiehs al elke erlealeiis bo loesll ebenet wh airoy7.19\ (0.8 50,111.38 
ATMOUTItNOE ueeal. HX PENSES fic. ener © cls wice sens eieiere s LOL 99 
Amount of Postage and Supplies ......5....-..862s00. 5,209.68 
Amount of Miscellaneous Expense .........-eceeeevee 16,295.66 
rie eat SENOS es a eGh is wae kee eld «ke oe ip arenes Ce ose 38,300.56 
PATIO UE GEO EC COLEUS CATCL 5 cycle si iets nite wilels foe) © slalls, fale ous ajo T esi Sea la foray 
PANO TELE Oe LAT IMLS Cite aciade re Sime die pe scane reslity ce epesore ails suse. iase, ay'e 6 22,767.42 
PASEO CLT: Cie tiee Ae OS LG ee ie iatic y: kive Fe teitn amt © xu, oto Dave, a" els! ol sist Woda oh 137,929.25 
Amount of Expenses in Connection with Interim Com- 
SOON ESTO So SO Cote nn ECON PUN UGIE ERODE GRCACLS, ORCRPNTORE Hilary Ka cache 3,918.57 
Amount of Payments on Bonds .......- se eececeeeeees 1,000,000.00 
Ip teh | en Oe Sd Me BROCE Res Scher el sUisius taculle’ oe efte oa s oigee ss $ 5,617,808.04 $ 5,617,808.04 


Cash Balance on Hand June 30, 1925 (Includes Unexpended Balance 
of Appropriation in Hands of State Treasurer of $149,126.84)... $ 2,807,295.90 


ODay Vat UNieg SIR Ia ciale spe ert Rear ace Kaos w/e gieteie Meine #, BegeR CE «Ses $ 8,425,103.94 
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STATE OF SOUTH DAKOTA 


REPORT 
of the 


Rural Credits Board 


For the Period 


JUNE 30th, 1925 to JUNE 30th, 1926 


to the 
GOVERNOR 


1926 


C. W. CROES, Commissioner 
ANDERSON MICHAEL, Ass’t Commissioner 


MARK D. SCOTT, PRINTER, 
Sioux Falls, S. D. 
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to the 
GOVERNOR 


1926 


C. W. CROES, Commissioner 
ANDERSON MICHAEL, Ass’t Commissioner 


MARK D. SCOTT, PRINTER, 
Sioux Falls, S. D. 


ieee e ere eee LS 


Carl Gunderson, Governor ......cs00co ee eee President 


C. Wy Croe@s  2sci.20 ot ee ee a ee Commissioner 
Anderson Michael Joo oe ee Ass’t Commissioner 
(A. OC. Berna ccc pecs ockck en ccates tacaeon be ohec oueeoee eet eee Comptroller 


J. L.. Driscoll 2.0.2 a Ee eee Treasurer 


To The Honorable Carl Gunderson, Governor, 
Executive Chambers, 
Pierre, South Dakota. 


In compliance with Section 18 of Chapter 266 of the Session Laws of 1925, 
the Rural Credit Board herewith submits its report covering the period begin- 
ning June 30, 1925 and ending June 30, 1926. 

South Dakota Rural Credit Board, 


By C. W. Croes, 
‘ , Commissioner. 


On October 1, 1925, C. M. Henry, who had held the office as Rural Credit 
Coinmissioner until that date, tendered his resignation which was accepted and 
John B. Hanten was appointed by Governor Carl Gunderson on the same date 
to fill the vacancy. Mr. Hanten served as Rural Credit Commissioner from 
that date until May 1, 1926, at which time he tendered his resignation which 
was accepted by Governor Gunderson. On May 11, 1926 C. W. Croes was ap- 
pointed by Governor Carl Gunderson to fill the vacancy made by Mr. Hanten’s 
resignation. 


Due to the limitations placed upon the Department by the Nineteenth Ses- 
sion of the Legislature with regard to the making of new loans and to the de- 
linquent condition of a large portion of the loans now in force, the activities of 
the Department during the past year have been directed almost wholly toward 
a readjustment of policies to meet these changed conditions,—to the closing up 
of unfinished business pertaining to unfinished loans, to matters in litigation 
and to the collection of interest and installments of both live and delinquent 
loans. The condition of the delinquent loans has necessitated the foreclosure 
of a large number of those whose condition upon investigation has indicated 
that further forbearance was not warranted. 


On June 30, 1926 the Department had foreclosed a total of 1220 loans,— 
had received title through Sheriff’s Deed to 531 farms, combining a total acre- 
age of 167,80/1.24 acres. These lands have been leased by the department to 
the best possible advantage and to the best interests of the state so far as the 
Board has found it possible to do so. 


The 1925 Session Laws provided that all lands should be leased for cash. 
This feature has prevented the leasing of a portion of the lands that could 
otherwise have been leased, South’ Dakota tenants, generally, not being accus- 
tomed to cash rentals on agricultural lands, have quite generally protested 
against cash rent basis and occasionally it has been impossible for the Board 
to obtain tenants. Depleted conditions of improvements and a late date of re- 
ceiving deeds to lands are other factors that entered into the failure of some 
lands to be leased; the greater portion, however, of lands to which the state had 
title were leased for the present crop season. 


The statements following on page 5 show the conditions of the depart- 
ment as shown by the records of the department on June 30th, 1925; the 
statement on page 6 shows the condition of the department as shown by the 
records of the department on June 30th, 1926. These annual statements are 
given for the purpose of comparison. 


The statement on page 7 is a digest of the statement on page 6 in : 
which we have attempted to set out the assets, liabilities, income and expense 
of the department in a‘manner which will give the reader a clearer understand- 
ing of the condition of the department than the average reader will be able to 
gather from the previous statements. In the pages following, we have attempt- 
ed to analyze briefly the conditions as shown by these statements. 
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RURAL CREDIT BOARD 

Pierre, South Dakota 
' Statement of Condition as Shown by the Books of the Department at the close 
of Business on June 30th, 1925. 


RESOURCES 

Pei MOAI S IN GC PAdn Ol Nite. = eae 2 ae 2 eee ae Se SS = $40,470,828.66 
ile ReeRNH TEGUESL Covel iekop eels) 2 ee ee eee 11,779,812.50 
Wiricerssands Hmployees Salaries  — 2-025 5522 2 SS Se ee 278,801.26 
Snr Ss Hien ee So ee ae ee ok So tee 14,183.89 
Porrace and Ofrice. Expense: - "2s. 0 ee eee ----- === + 28,155.40 
foxpense in Mxamination of Land —.--.----.--..----.--.-~-~.---.---- 61,409.24 
eT PREC ee coe UL Cite ee ee ee ee EE ee eS eS Sea aa eee 27,700.22 
Riera eee re Dense) 0 eee Sn ee ee en eon ee ene 131,280.15 
fern meer Tie tl cy 10 lene ne ne ee ee eee ee eee eee Sees SS = 2,658,169.06 
Safe reasurerim balance Appropriation 222222 2 2 2_—-) aso 149,126.84 
ee One Tine OTC See ee eee eee Se oe ee oe 475,714,775 
eran eee tcl i eee eee eee fae ee ioe ee St ee eee ne Se Sek ce b22,. kt sw 
Set cnt ry cae een ee eee em re lees ns ee ee ee ee oe ae ee 22,767.42 
Ser en en een eee ee Se ere a Se Se Le 137,929.25 
Pare CONTI San we eee ene Sev ee Se eS Se 3,918.57 

cicero Ro $56,761,914.72 

LIABILITIES 

een OT IACI) 6 ue. oe ee ai oa oe a em ee we ee ee ee ee $ 300,000.00 
Mirae recite SOnGs .wOULS tal (ilo ne eon Sea ee eee ee 46,500,000.00 
Accrued Interest Rec’d on iBonds at Date of Delivery —__-------_----~—. 172,264.25 
Tiporesteoneeacveracecnally, bDalancee-- ses. eee ee ee ee 657,528.14 
iinet mecelvedTOu.Marms l.0ntisn ee eee eee Dee eS Ses ee 8,505,373.67 
—Tnterest Received on Delinquent Installments: --2-~~-- 222-2 se. 221,699.21 
eaygccanleubpel 1Beversniqsyal (bal: 12 toy as U<pme (ONS ene Set eA ea ee ee 171,370.00 
APLLSLee ECMO ULOMmVitA bietIttS ete sets oes ee See eee eee 6,850.00 
Partial Payments ~_~--~---~----+~---~-------------------------------- 205,752.27 
Miscellaneous Fees ‘Received {-------------------~----------~--------=- 18,371.18 
BACT ce erarin TAC) 1) Td tee ee ee ee OE ee Se ee Se ea ee 1,081.00 
Gi Sa ESaMPE NESTS OOTY Let ee eee ne eee ee es ee ee Se ee Sees 1,625.00 

EES tye ee ee eee ie Se Se SL Ie aes $56,761,914.72 


The above statement covers the financial operations of Board from July 
1st, 1917, to June 30th, 1925. 


ANNUAL REPORT OF THE RURAL CREDIT BOARD 
Pierre, South Dakota. 
Statement of Condition as Shown by the Books of the Department at the close 
of Business on June 30th, 1926. 


RESOURCES 

Farm Loans: Net “Amount.co5 22. ol on ee ee $36,391,536.26 
Interest Paid’ on “Bonds 222. 2022 = ei ee 14,166,000.00 
Officers and) Employees Salaries: —2 0212. ee 342,396.16 
Legal .Wxpenses oo. oe a ee a ee 14,186.39 
Postage and Office: Dxipense. 2°) 2002 US eee 33,201.96 
Expense in\Hxaminationvef Land, 2) sin SS eee 72,246.77 
Murhiture and Pixtures 20 8 ee 28,439.27 
Miscellaneous Hxpense: [Jans Us 2 a ee ee 164,361.45 
Cash on Wand 922 a ee ee a 2,406,729.66 
State Treasurer's Balance Appropriation 02.000) > eee 131,310.85 
Discount, on (Bonds 2052) Se ee ee ey 475,714.75 
Reali state oo. th ae ee ra a 2,818,866.22 
CLANS she seo oe eee eae ew Cee Ep epee aie es See NE 54,220.22 
TAXOS +. Wales lobe ST ee a eee Ue ener an 1,466,032.26 
interim Commission. 225 ey ee 22,009.26 
Land, Bale Contract 20225 22 ea ea 2,560.00 

Ayo Ge ec ates ah ie pel gl el awe de eee ee ee ee 

LIABILITIES 

State. Appropriation. 1.00632 eo ee ee $ §©300,000.00 
Rural. Credite. Bonds -lasuced) 232 Va Pee ees $47,500,000.00 
ess *Rural: Credit) Bonds. Retired on) 4e eee ee 2,000,000.00 
Balance Rural Credit Bonds Outstanding ~_ oF ee ee 45,500,000.00 
Accrued Interest Received on Bonds at Date of Delivery ____________ 172,889.25 
Interest Received on Average Daily Balance 2220... 222 2 bee 689,217.31 
Interest Received on Farm. Loins 2220). eee eee 10,90'5.802.93 
Interest Received on Delinquent Installments 2:4) 3. ae 322,316.69 
Premium: Received on Bonds 20 6 es ei soy SON a ee Seems 171,370.00 
Interest Received on ‘State. Warrants =. -J2 Jo SS es eee 6,850.00 
Partial.Payments- on. Installments... 42 ee eee 185,350.01 
Miscellaneous. Bees Received 222250 73 ae 70,495.84 
Abstract) ‘Aiecount. 23 i Ys a ee ae ee 1,746.50 
Title Aecount, 222224023 oo ee ee 525.00 
Land Settlement Div. of the Rural Credit Board cack. 3. 263,247.95 

WO tad a5. a a ee $58,589,811.48 


The above statement covers the financial operations of Board from July 
1st, 1917, to June 30th, 1926. 


DIGEST OF JUNE 30, 1926 STATEMENT SHOWN ON PAGE 6 


Loans 
Wiurnicures ec) ix tures? 225 22222 
Cash 
State Treas. Bal. Appro’tion____ 
PCa MIS TAT Os. = oe ee 
Claims 
Taxes 


Ot PASSO Ur ae er 
Assets Less than Liabilities 


Salaries 
Wedel Xpensessso eens oes a 
Postage » 
Expense, Examination of Land_ 
Miscellaneous Expense —~_--_-_--~ 
Discountcon bonds. 220 —. 228 eS 
INtartnie Commission 2-2 /o 2-3 


EL Qit eee ee See ee ee NS 
Interest Paid on Bonds ~~ _~ 


ee ee eee 


Total Expense 


ASSETS 
£2 de 2 Bg) Te Rae ee ee ae $36,391,536.26 


28,439.27 


2,406,729.66 


131,310.85 


2,818,866.22 


54,220.22 


1,466,03.2.26 


2,560.00 


$43,299,694.74 
$2,763,553.21 


EXPENSE 


342,396.16 
14,186.39 
33,201.96 
72,246.77 

164,361.45 

475,714.75 
22,009.26 


$ 1,124,116.74 
14,166,000.00 


$15,290,116.74 
$58,589,811.48 


pl And gts le 


Amount of Appropriation —_ —$ 
Rural ‘Credit Bonds 
insfenelets tt ae ae $47,500,000 


Less Rural Credit 
Bonds Retired ___ 2,000,000 
Balance Rural Credit Bonds Out- 
standing 
WANGESGLULeEMmenlt = 22 ee 


Total Moneys Received from 
Appropriation, Bonds now 
outstanding, and Land Set- 
tlement 


inberest Onweonds..-—_—-——--——— i$ 
Interest on Daily Balance ~-_-_-- 
Interest on Delinquent Install- 

ments 
Premium received on Bonds —__~-~ 
Interest on State Warrants ___-_ 
*Partial Paym’ts on Installm’ts 
Miscellaneous Frees ‘Received __-~ 
INiPreOeACCCOl I tee ee ee 
See hStractewccOuntus.——2-2se-_—— 


STO) Det eee ee ee eee 
Interest Rec’d on Loans ---_ 


TOtAlInCOMere2o see! 


Total Income Less than To- 
ee OTIS Oma a ee ee 


300,000.00 


45,500,000.00 
263,247.95 


$46,063,2'47.95 


INCOME 


172,889.25 
689,217.31 


322,316.69 
171,370.00 
6,850.00 
185,350.01 
70,495.84 
525.00 
1,746.50 


$ 1,620,760.60 - 
10,905,802.93 


12,526,563.53 
$58,589,811.48 
$2,763,553.21 


Net Interest Accrued and Unpaid on Loans, approximately__$3,609,871.11 


Deficit 


a ees ee wes eae 2,763,553.21 


$ 846,317.90 


* The total of Partial Payment Account is not properly earned income. A minor 
percent of it is repayment of principal, it being impossible to segregate the 
principal from interest until payments develop into full installment payments. 


** Abstract Account is not properly, either earned income or original liability, it 
being refunded as abstracts are returned. 
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in the statement shown on page 7, the figures represent book values as 
taken from the records of the department on June 30th, 1926. No attempt 
has been made to arrive at actual values, and as real estate values and chang- 
ing conditions have influenced to a greater or lesser degree the items shown as 
assets, a brief analysis of the statement, we believe, will make it more clear to 
the average reader. 


In the item of ‘“‘loans’’, the $36,391,536.26 represents all of the loans in 
force on the date above mentioned, including both live and delinquent loans. 
Of these, approximately $/15,000,000.00 are delinquent. The actual value of 
these loans depends upon, first, the live loans which are in good standing; sec- 
ond, the ability of the delinquent borrower to pay his delinquency and place 
his loan in good standing, and, third, the ultimate value of the real estate se- 
curing that portion of the delinquent loans on which the state is forced to fore- 
close and take title to the land. 


Furniture and Fixtures: $28,439.27 represents the actual money paid for 
the furniture and fixtures used by the department. This item does not show 
depreciation. | 


Cash: In this item is included the $1,408,986.52 in the account of the 
former Treasurer. This account consists of Receivers’ Certificate of National 
Banks, Guaranty Fund Certificates of State Banks and claims in 
litigation. Its value depends upon the amount of money paid out in liquida- 
tion of the closed banks issuing such certificates and in the amount that the 
state is able to realize on the claims in litigation. 


State Treasurer’s Balance: This represents a part of the original appro- 
priation still in the hands of the State Treaasurer not used by this department. 


Real Estate: The $2,818,866.22 represents the amount of money the 
state has invested in the lands to which it has taken title through foreclosure, 
including unpaid balance of loan, delinquent installments, accumulated taxes, 
insurance and repairs, in some instances and foreclosure costs. The actual val- 
ue of this item of assets depends upon the actual sale value of the land, and 
will be determined when such lands are sold by the amounts actually received 
from such sale plus the accumulated rentals received on such lands, less the 
cost of carrying the same. 


Claims: Represents an account opened February 29, 1925, being claims 
in litigation against the National Bank of Commerce and other banks; funds in 
connection with the loans in the process of closing, the loan not completed be- 
fore the closing of said bank; refunds on remittances for installments where 
cashiers checks and drafts covering remittances failed to clear; certificates of 
deposit and drafts in the possession of the department when the bank closed. 


Taxes: The $1,466,032.26 represents the amount of money that the state 
has paid in delinquent taxes on the delinquent loans and on the loans foreclos- 
ed. 


Land Sale Contract: Represents contracts for sale of land as provided un- 
der Section 9, Chapter 266 of the Session Laws of 1925. 


In studying the statement referred to, it will be noted that the department 
received from the original appropriation from bonds outstanding and from the 
Land Settlement Department, a total of $46,063,24:7.915; that as a result of the 
investment of these funds it has the assets above referred to totaling $43,299,- 
694.74, or $2,763,553.21 less than the amount of moneys received from the 
sources just referred to. The question, naturally arises as to what has caused — 
this deficit. Under the items of expense, we find the total miscellaneous ex- 
pense $1,124,116.74; the total of interest paid on bonds, $14,166,000.00, mak- 
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ing the total expense of the department from 1917 until June 30th, 1926 the 
sum of $15,290,116.74. 


Under the item of ‘‘Income”’ we note that the total miscellaneous income 
is $1,620,760.60; that the interest received on loans, totals $10,905,802.93, 
leaving the total income during the period of 1917 to June 30th, 1926 only 
$12,526,563.53 or $2,763,553.21 less than the total expense, and making a 
deficit in the amount of the last figure quoted. To offset this deficit, there is 
due the department in interest on loans after interest on outstanding bonds has 
been deducted, approximately $3,609,871.11; deducting from this figure the 
$2,763,553.21 shown as deficit, leaves the figure of $846,317.90, which would 
represent a profit if all of the loans together with delinquent interest are paid 
in full; or if the lands securing these loans unpaid, together with the lands to 
which the state now has title ultimately sell for a sum sufficient to refund to 
the state all of the moneys invested in such lands, together with carrying 
charges on the same, and if claims in banks could be paid in full, and the ac- 
count of the former Treasurer fully refunded. 


It is, of course, out of reason to expect that all of these items will be paid 
in full. The Board has not attempted to estimate what portion of these items 
will be paid or to estimate whether or not the ultimate sale of the lands will be 
sufficient to cover the deficit now shown,—an attempt to make such estimate 
would only be a guess on the part of' the Board,—the records now in the office 
are not sufficient on which 'to base even an approximate estimate on the earn- 
ing power of the‘assets. When the canvass now being made is completed, the 
Board will have material on which to base more definite conclusions than can 
now be made. The major factor, however, entering into the problem is, of 
course, the return of real estate values, a factor on which the Board is in 
no better position to form an opinion than is any other individual familiar 
with agricultural .conditions. 


The following is a brief summary of the business transacted by the Board 
during the months ending June 30th, 1926, showing the amounts received and 


expended under each heading according to our records: 


RECEIPTS 
Cash balance on hand June 30th, 1925 (Includes unex- 
pended balance of appropriation in hands of State 
TPVEASUTEN 2-0 Lai baed Ol DiGi ay) ees oe a aa ae ae ae een epee 


Amount rec’d from accrued interest on bonds ~___~_______ 625.00 
Am’t rec’d as interest on average daily balance ~____---__ 31,689.17 
Interest charged on Real Estate through fore- 

CLOSUT Ci LEGS > SEE LAs SRE BG Aas ae Oe ee eee $ 461,231.13 
Interest received: onsilOan ge ee oe ee 1,939,198.13 


Total Interest received and charged to Real Hstate___ 2,400,429.26 
Am’t of principal rec’d in acquiring of loans by foreclosure 1,791,923.77 


AIM tiofLiprincips | lree/ dom teyrint lO ans eee ee ee 2,287,368.63 
Am’t rec’d as interest on delinquent installments ~_____-_ 100,617.48 
Am*t recid’as miscellanecouisilees. =. ese =a es eee 52,12:4.616 
An’ t ree'd-on* abstract Becount. 220i. oan ee ee eee 665.50 


Cash Ree’d from Land Settlement Div. Rural Credit Board 


DISBURSEMENTS 

Am tiofibond seretired se] seen ee ee ees $2,000,000.00 
Less refunding bonds sold ~--_-___-_--__----~ 1,000,000.00 
Net bonds: retired 2228 2222) ee ee eee $1,000,000.00 
AM’ t7 Of, IN Cerest sp aid wows OTM eee ee ere ee eee 2,386,187.50 
Amount of salaries 2205 fan G2 ee eee ee eee 63,594.90 
Amountioftuemal Wi xpens6 Shee. aes ee eee 2.50 
AMNVONITEY OF POS Spe Ne a eee Seren eee ee 5,046.56 
Am’t of Expense in examination of land and collections on 

Aor: bg h- Minh pa poe RRA oe A pW AIS TLR 8 i Ra eh 10,837.53 
Alm'‘tvof expense forvwiurniture «@ Mixtures: .225 5] see 739.05 
Am’t of miscellaneous and foreclosure expense _~_--_---_~_ 33,081.30 
Amount invested inner estates] =o ~ ee ee eee ae 2,2'96,748.71 
ATVOWUNE 0 £7 CLA LIS ee Eas AE ae yh ae eee ee 31,452.80 
Amount ofitaxes! pal ase. os ee 2 ee eee eee 1,328,103.01 
Amt of Interim Commissioner expense 22 22022 2s eee 18,090.69 
Amount of Land Save vCon tract ae ee ee ee 2,560.00 
Am’t of-debit partial payments 222 oon ee a ae 20,402.26 
Title ACCOUNT 222 Soe es es ee ee, eee 1,100.00 
Cash balance on hand June 30th, 1926, Including: 

*Am’t on account of former Treasurer ~-__2-----_" === $1,408,986.52 

Am’t in hands of Comptroller 222222. =e eee 997,743.14 

Unexpended balance of appropriation ~----_-----__- 131,310.85 


$2,807,295.90 


$6,665,443.47 
263,247.95 


$9,735,987.32 


$7,197,946.81 


$2,538,040.51 


$9,735,987.32 


* This account consists of Receivers’ Certificates of National Banks, Guar- 


anty Fund Certificates of State Banks, Claims in litigation. 
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RURAL CREDIT BONDED DEBT 
as of June 30, 1926. 


Date of Int. Amt. 
Issue Form Amount Purpose Rate Maturity Retired 
9- 1-17 Bonds $ 500,000 - Rural'Credit “A” 4% 1937 $ 500,000 
12- 1-17 n 500,000 es + “BY 4% 19:37 

1-15-18 oe 500,000 ae + "C” 4% 1938 

2-15-18 hey Si 500,000 sa os “PD” 434, 1938 

tes 1-18 6e 500,000 66 “ “Hy? 434 1938 

4-15-18 i 6'75,000 a sed seh ae 434 1938 

4-15-18 sf 1,750,000 a ae Ed 5 1928-1938 

5-15-18 5 1,509,000 “s a MA 1928-1938 1,500,000 
1- 1-19 4,000,000 . ‘i Pr atu eek oe 1939 


Bonds Listed Above are Redeemable at the Option of the Board 
Bonds Listed Below are not Redeemable but must Run to Maturity 


3-15-19 Bonds $3,000,000 Rurale@redith, SK ys 5 1930-1939 
6- 1-19 we 4,000,000 ‘Se o viet Faas, 1930-1939 
10- 1-19 es 3,575,000 oe = OMe? vig 19130-1939 
1-15-20 os 5,000,000 i st NG eee 1930-1940 
5- 1-20 a 1,000,000 fe # VOR 6 1925 - $1,000,000 
7T- 1-20 a 2,000,000 oS a See 5% 1935 
10- 1-20 . 2,500,000 ‘f af ye eee 1933-1940 
1-15-21 a 2,500,000 * \ si ote 
; 1921. °6 1936 
1-15-21 es 2,500,000 sf ES 
1921 5% 1941 
12- 1-21 ef 5,000,000 Se % HOw 
1921 5% 19382-1941 
11-15-22 i 3,000,000 ws Ty 
: 1922 4% 1942 
1-15-214 if 2,600,000 — es sid oe Ley 1934-1944 
1-15-24 ‘ 400,000 a ys “RY 5% 1934-1944 © 
$47,500,000 $3,000,000 
REFUNDING BONDS ISSUED 
5-15-26 Bonds $ 500,000 Rural Credit ‘Refunding 4% 1931 
5-15-26 + 250,000 ig i Refunding 4% 1932 
5-15-26 st 250,000 at a Réfunding 4% 1933 
$1,000,000 
Total Outstanding’ Rural Credit Bonded Debt_._-i_-_ 27 oaee era $45,500,000 


It will be noted from the above statement that $1,000,000 in bonds draw- 
ing 6% were retired,—$1,500,000 drawing 5% and $500,000.00 drawing 
4 3-4%; that $2,000,000.00 of funds used in retiring these bonds was paid out 
of the Rural Credit Treasury, while $1,000,000.00 was the proceeds of sale of 
Refunding Bonds issued, the Refunding Bonds drawing 41%4% and represent- 
ing a material reduction in the interest rate and a consequent saving to the 
state. 
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In view of the fact that the preparation of this report devolves principally 
upon the Commissioner and the present Commissioner having only occupied 
the office for approximately six weeks prior to the close the period over which 
this report is made, it is somewhat difficult to make a comprehensive report of 
the activities of the Board during that period, and, therefore, we feel that we 
will be consistent if we confine a part of our remarks to recommendations and 
future policy and therefore offer the following recommendations: 


The Department under present limitations, is not engaged in the loaning 
business,— its activities are confined to the collection of interest on its loans 
already made, a portion of which are delinquent,—the assets and resources of 
the department are in the field in the form of: first, the live loans, being those 
in good standing and on which the installments are kept paid; second, in the 
delinquent loans, their value being in the delinquent borrowers ability to pro- 
duce and pay and in the value of the real estate securing such delinquent loans; 
third, in the value of the real estate to which the department has already ob- 
tained title through foreclosure of delinquent loans, 


It occurs to us that first and most important in the preservation of the 
department’s interest is the development of a complete and efficient system 
that will keep the department constantly in touch with the actual condition of 
the delinquent borrowers, their earning power, ability and disposition to pay. 
This will require some change in office system and the development of a field 
force so equipped and so organized that they can systematically canvass the 
territory in which these assets lie by districts; also in position to give the 
necessary care and attention to all lands to which the state has title. In our 
opinion, a field force of twelve to fifteen men properly organized and working 
systematically, equipped with proper files and records, would be adequate to 
accomplish this work. 


First, and of major importance under present conditions, is the canvass of 
the delinquent borrowers. We find approximately 40% of the loans in force 
now delinquent. This delinquency, however, we believe cannot justly be look- 
ed upon as representing as bad a condition as such a percentage of delinquen- 
cies would indicate had a rigid policy of collection been adopted in this depart- 
ment. The policy of leniency extended to the borrowers and a lack of syste- 
matic check of the borrowers ability or disposition to pay, we believe, has al- 
lowed a large portion of the loans to become delinquent while the borrowers 
have had and still have the ability to pay. 


We find that frequently delinquent borrowers have taken the income 
from the lands on which this department has loans and used such incomes to 
pay interest and obligations on other lands; that they have frequently been 
induced to mortgage their entire income to local creditors and that conse- 
quently such local creditors have year after year absorbed the entire income 
from lands in which the taxpayer thru this department has the initial in- 
ventment, while the loans to the state have continued to mount yearly the 
sum of the annual installment and sometimes taxes in addition, the result 
frequently being that the borrower has lost his home and the state has ac- 
quired the farm, 


To correct this condition, we recommend a systematic canvass of all de- 
linquent loans; that delinquent borrowers be required to give a financial 
statement showing completely their financial condition. This statement should 
cover his activities for at least three years past, setting out fully his chattel 
property, whether or not it is mortgaged, the acreage of his farm operations, 
the number of his livestock and the character and amount of his possible an- 
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nual income. From such statements the Board can form definite and reason- 
ably accurate conclusions: (1) as to whether or not the borrower is justly en- 
titled to forbearance, and (2) as to whether or not his resources and opera- 
tions indicate that there is a possibility of his carrying his load. 


Extreme care should be exercised in passing upon foreclosures. Where 
these reports indicate that the borrower is disposed to pay his obligations, 
where his financial condition is such that it seems reasonably certain that he 
will be able with normal crops to carry his load, forbearance should be 
granted, but in such cases the borrower should give security upon a 
fair portion of his income, thereby guaranteeing to the depen its fair 
portion of that borrower’s income. 


In instances where this investigation shows that the borrower has been 
diverting the income to other sources, and taking advantage of the State’s len- 
iency, or in instances where his burden of debt is so large that there 
is no possibility of his carrying his load and that further forbearance 
would only mean the diverting of the State’s rightful share of the in- 
come from his land, into the hands of other creditors, we believe it is to the 
interests of the taxpayers of the state, as well as justice to all concerned, that 
foreclosure action should be taken immediately so that the state may receive at 
least rental income from the land in which it has the investment, 


With regard to lands to which the state has been forced to take deed, a 
complete survey of these lands should be made as rapidly as consistently can be 
done; that in this survey complete plats should be drawn showing the topog- 
raphy of the land, soil conditions, producing value, the improvements thereon 
and the condition of the same. An estimate of the valuation of the land fixing 
such valuation as nearly as possible on real estate valuations of 1914 to 1916 
price levels. Such valuations, while it is agreed would not be accurate and 
would only be an estimate, would seem to be a reasonably conservative basis. 


The same check, as above referred to, on real estate to which, the state 
has title should be made on all lands on which the conditions indicate that fore- 
closure is warranted, such inventory should be made prior to the date that fore- 
closure is begun when that is possible. 


The improvements on most farms on which the state is forced to take title 
are in a bad state of repair. We would recommend that ithe department adopt 
the policy of bringing all farms on which the improvements are such and the 
conditions warrant the maintenance of such improvements up to a reasonable 
and practical state of repair. That the department should keep all buildings 
of value painted and repaired to a degree sufficient to prevent waste and de- 
terioration and such that would keep the lands and improvements in an attrac- 
itive saleable condition. Extreme caution and judgment should be used in ex- 
penditures of this character and where demand for buildings or conditions of 
same do not warrant the maintenance of same, the structures should be dis- 
posed of at the best price obtainable. 


We further recommend that the canvass of the delinquent loans and of 
farms to which the state has title should be begun early enough in the season so 
that such canvass could be completed by the first of January of each year and 
that upon the completion of such canvass that all loans on which the investiga- 
tion indicates that foreclosure is warranted, that foreclosure should be begun 
so that Sheriff’s Deed could be had prior to March 1st of the following year, 
thereby making it possible to enter into a lease with tenants for the ensuing 
year without compromise as is now frequently necessary because of foreclos- 
ure having been commenced without regard to the period of time in which the 
title will be received. 
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Such a policy followed consistently would eliminate all dispute as to title 
during the crop year and would give the state undisputed title to all crops on 
foreclosed lands after Sheriff’s Deed is issued. 


Leasing: We further recommend that the statute with reference to the 
leasing of Rural Credit lands be amended so that such lands can be leased on a 
share rental basis. The experience of the Board to date has given ample evi- 
dence that the South Dakota tenant is not prepared to lease South Dakota ag- 
ricultural lands on a cash basis. We are convinced that the State, even though 
it failed to collect a portion of its share rentals would, receive a much larger 
income from its agricultural lands on a share basis it is able to collect ona 
cash rental basis. 


C. W. CROES, Commissioner. 
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